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Editor’s  Note 


ext  to  object  technology,  sys¬ 
tems  integration  services  may 
be  the  most  vexing,  intangible 
purchase  IT  leaders  face.  Why? 

Because  they’re  betting  that  an 
outside  concern  will  generate 
mission-critical  environments, 
spark  applications  interoper¬ 
ability  or  breathe  new  life  into 
old  systems  better  —  and  per¬ 
haps  less  expensively  —  than 
their  own  IS  organizations. 

At  minimum,  it’s  a  calculat¬ 
ed  risk.  At  maximum,  it’s  a  potential  career¬ 
ending  maneuver.  Either  way,  IT  leaders  have  enor¬ 
mous  incentives  to  get  it  right. 

Computerworld’ s  examination  of  systems  inte¬ 
grator  customer  satisfaction  comes  as  organiza¬ 
tions  across  all  segments  are  counting  more 
heavily  on  “outsiders”  to  assist  their  financially 
besieged  and  skills-deprived  IS  departments  with 
increasingly  complex  and  daunting  workloads. 
The  worldwide  systems  integration  business 
grew  9.4%  to  $35.3  billion  in  1996,  according  to 
International  Data  Corp.  And  that  dependency  is 
expected  to  strengthen:  The  market  is  expected 
to  reach  $60.3  billion  by  2001. 

And  the  deals  are  getting  more  extensive.  Womb 
to  tomb  outsourcing  deals,  once  thought  to  be  near¬ 
ing  extinction,  are  on  the  rise  (see  story  page  Sio). 
And  the  systems  integrator’s  influence  is  extending 
from  data  centers  and  server  closets  into  the  heart 
of  the  workplace  (see  story  page  S13). 


Given  this  panoramic  picture, 
distinguishing  those  integrators 
that  are  good  at  satisfying  cus¬ 
tomers  from  those  that  aren’t  is 
paramount. 

Starting  last  March,  we  contact¬ 
ed  some  15,000  IS  managers  on 
their  systems  integration  satisfac¬ 
tion  across  a  range  of  functional, 
technical,  managerial  and  business 
categories  regarding  the  two  most 
critical  projects  on  which  systems 
integrators  had  worked  in  the  past 
year.  From  there  we  distilled  the  responses  to  focus 
on  as  many  “name”  integrators  as  possible.  We 
then  worked  the  phones  to  obtain  at  least  40  com¬ 
pleted  surveys  on  each  integrator.  After  totaling  the 
scores,  we  ranked  the  Top  15  (see  chart  below). 

We  did  the  same  for  an  emerging  class  of  sys¬ 
tems  integrator:  resellers  that  have  moved  up¬ 
stream  to  provide  a  mix  of  integration  services. 
Keeping  these  two  groups  separate  allowed  for  a 
fairer  comparison  among  like-minded  vendors 
(see  story  page  S9). 

Two  obvious  findings  stand  out.  Hardware  ven¬ 
dors  dominate  the  Top  5.  Many  of  these  vendors 
have  seen  margins  diminish  and  customer  loyalty 
fade.  They  are  turning  up  the  volume  on  more 
profitable  systems  integration  services.  And  in  the 
case  of  some  players,  if  they  don’t  service  the  heck 
out  of  their  installed  base,  which  has  become  in¬ 
creasingly  multivendor,  they  will  have  little  business 
on  which  to  build. 


Second,  the  pure-play  consulting  and  profession¬ 
al  services  firms  will  likely  argue  that  interviewing 
IS  people  skews  the  results  because  they  sell  to  top 
management.  Our  answer:  That  may  be  true,  but 
it  is  usually  IS  staffers  who  work  with  consultants 
and  may  be  in  the  best  position  to  assess  the  quali¬ 
ty  of  their  work. 

And  like  beauty,  systems  integration  satisfaction 
is  in  the  eyes  of  the  keeper  of  the  IT  jewels:  the  IS 
department. 

You’ll  find  bonus  coverage  on  our  @  Computer- 
world  site  at  www.computerworld.com/si. 


Alan  Alper,  Magazines  Group  Editor 
alan_alper  @  cw.com 
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Satisfaction  Rankings  of  Systems  Integrators 
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SYSTEMS  INTEGRATORS 


Satisfaction  the 

hardware  way 


By  Cheryl  Gerber 

HE  BUBBLING  HOT  SYSTEMS  INTEGRATION  market  has  driven  hardware  man¬ 


ufacturers  in  recent  years  to  fine-tune  their  services  divisions,  then  boost  them  with  further 
technical  and  business  consulting  capabilities.  Those  efforts  paid  off  this  year  when  cus¬ 


todiers  chose  them  as  four  of  the  Top  5  systems  integrators  with  which  they  are  most  satis¬ 
fied.  Only  one  of  the  Big  Six  accounting  firms  —  Deloitte  &  Touche  Consulting  Group  — 


made  the  Top  5  this  year.  Hardware  vendors,  pinched  by  shrinking 
margins  and  waning  customer  loyalty,  are  building  systems  inte¬ 
gration  services  par  excellence  across  platforms  and  technical  ar¬ 
eas.  To  succeed,  they’ve  had  to  build  consulting  skills  in  business 
processes  and  project  management  —  disciplines  at  which  the  Big 
Six  usually  excel. 

There  are  several  reasons  integrators  are  in  demand  today.  The 
poverty  of  information  technology  skills  of  all  shapes  and  forms  leads 
the  list.  Today’s  recognition  that  IT  is  not  a  back-office  expense  hog 
but  a  front-office  revenue  generator  has  added  urgency  to  the  need. 
Plus,  the  Year  2000  problem  (see  story  page  S16)  has  exacerbated  de¬ 
mand  for  integration  help.  Add  the  explosion  of  the  Internet  and  elec¬ 
tronic  commerce,  and  the  demand  for  integration  services  boils  up 
again. 

In  a  climate  where  demand  outpaces  supply,  systems  integrators 
that  are  ready  (and  not  so  ready)  to  augment  IT  staffers  have  been  el¬ 
evated  to  rainmaker  status,  said  Mike  Vargo,  a  vice  president  at  Gart¬ 
ner  Group,  Inc.  in  Stamford,  Conn. 

And  there  is  no  shortage  of  work  for  the  rainmaker  during  times  of 
drought.  “Systems  integrators  have  more  work  than  they  can  deliver. 
Their  challenge  is  to  determine  which  jobs  to  take  and  which  to  turn 
down,”  said  Bonnie  Digrius,  Gartner’s  vice  president  of  consulting 
and  systems  integration. 


HAND-PICKED  PROJECTS 

The  need  for  services  has  led  to  some  cherry-picking  of  projects  that 
provide  the  greatest  returns.  But  it  has  also  forced  hardware  manu¬ 
facturers  that  are  relatively  new  at  the  services  game  to  focus. 
“When  you  begin  a  new  business  and  you  are  a  global  company, 
you  tend  to  assume  you  can  do  it  everywhere.  We  went  too  far 
before  we  started  reining  it  back  in  and  tightening  up  the  fo¬ 
cus,”  said  James  Unruh,  chairman  and  chief  executive  officer  at 
Unisys  Corp.  in  Blue  Bell,  Pa.  (Unruh  recently  announced  he 
would  retire  as  of  next  year.) 

Selectivity  has  led  to  some  client  stratification  between  the  strategi¬ 
cally  important  “A”  clients,  where  integrators  place  their  best  talent, 
and  the  “B”  group,  which  gets  a  mix  of  good  and  not-as-good  staffers, 
said  Susan  Siew-Joo  Tan,  systems  integration  analyst  at  International 
Data  Corp.  in  Framingham,  Mass. 

With  stratification  comes  increased  specialization.  Digital  Equip¬ 
ment  Corp.’s  Services  Division,  for  example,  consolidated  all  profes¬ 
sional  services  into  one  division  last  July  and  sought  to  leverage  its 
early  partnership  with  Microsoft  Corp.  on  Windows  NT  by  specializ¬ 
ing  in  NT  projects.  To  meet  the  demand  for  NT  integration,  Digital 
will  hire  continuously  throughout  the  year.  “We  plan  to  double  the 
current  number  of  1,350  Microsoft-certified  employees  to  about  2,500 

Satisfaction,  page  S8 


Digital  Hits  its  Stride 


Vendor  gets  high  marks  for  customer  commit¬ 
ment ,  complaints  about  costs  for  small  projects 


Digital  Equipment  Corp.  has  built  its  reputation  for  ser¬ 
vices  on  Microsoft  Corp.  Windows  NT/Unix  integra¬ 
tion  expertise  and  its  ability  to  integrate,  with  relative 
objectivity,  its  own  products  with  others. 

Larry  Sikon,  director  of  technical  services  at  Montgomery  Securi¬ 
ties,  found  Digital  to  be  more  committed  to  serving  customers  than  to 
serving  its  own  manufacturing  base.  “They  are  not  hung  up  on  Digi¬ 
tal  only.  Of  course  they  tried  to  get  me  to  buy  Alpha-based  equipment, 
but  their  major  focus  was  on  the  services,”  Sikon  said. 

Amidst  other  integration  services,  Digital  helped  the  San  Francisco- 

Digital,  page  S4 


Digital  Services  Division's 
Kannankote  Srikanth  (left) 
and  John  Rando 
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Unisys  Does  a  S 

Revamping  its  service  record  and 
attitude ,  Unisys  has  surprised 
customers  such  as  Farm  Credit 

Seven  years  ago,  Unisys  Corp.  was 
worn  and  adrift.  If  it  wasn’t  about  a 
mainframe,  customer  service  was 
anathema. 

“Service  levels  were  awful.  Attitude  was  bad. 
They  were  rude.  They  were  unresponsive.  We  fi¬ 
nally  dropped  their  contract  for  PC  maintenance 
in  1990,”  said  Dave  Martin,  chief  information  of¬ 
ficer  at  Farm  Credit  Services  of  Mid-America,  an 
Agricultural  Credit  Association  consisting  of  135 
branch  banks  and  head¬ 
quartered  in  Louisville,  Ky. 

Last  year,  however, 
Farm  Credit  issued  a  re¬ 
quest  for  proposals  for  an 
integrator  to  tie  together 
branch  offices  over  a 
wide-area  network  using 
MCI  Communications 
Co.’s  frame-relay  service. 
Farm  Credit  was  sur¬ 
prised  when  Unisys 
showed  up  —  with  an  in- 
depth  presentation  and 
pricing  that  killed  the 
competition.  “We  let 
them  know  up  front  what 
an  awful  experience  we 
had  had  with  them.  They 
were  going  to  have  to 
convince  me  that  they  weren’t  the  same  compa¬ 
ny,”  Martin  said. 

Unisys  responded,  “You  write  the  contract  and 


Unisys  Corp. 

1996  Total  Revenue: 
$6.2B 

1996  Integration  Revenue: 
$1.93B 

♦Strengths: 
Support  and  service; 
ease  of  doing  business 
with  integrator 

♦Weaknesses: 
Integrator's  knowledge 
of  your  business; 
technical  expertise 


we’ll  sign  it.”  And  that’s  just  what  Mar¬ 
tin  did.  “I  was  a  demanding  customer 
because  of  what  had  happened  in  the  past. 

But  there  has  been  an  immense  turnaround  in 
customer  service.  Now  they  say,  'Whatever  you 
need,  well  do  it.’  And  they  do  it.  We’re  very  com¬ 
fortable  with  them,”  he  said. 

Unisys  has  made  customer  satisfaction  a  top 
priority  in  the  past  few  years,  analysts  say.  “They 
do  everything  they  can  to  make  sure  the  cus¬ 
tomer  is  satisfied,  often  at  the  expense  of  prof¬ 


itability,”  said  Susan  Siew-Joo  Tan,  systems 
integration  analyst  at  International  Data 
Corp.  in  Framingham,  Mass. 

Improved  customer  service  is  partly  the  result 
of  restructuring  into  three  business  units  in  Oc¬ 
tober  1995,  which  helped  focus  Unisys  on  deliv¬ 
ering  different  types  of  services.  One  of  three 
business  units,  the  Information  Services  Group 
(ISG),  covers  commercial  systems  integration, 
consulting  and  outsourcing. 

In  1995,  Unisys’  ISG  set  about  instituting  vig- 


Digital  Hits  its  Stride 

CONTINUED  FROM  PAGE  S3 

based  securities  firm  migrate  from  a  Macintosh  to  a 
Windows  NT  shop.  “They  integrated  NT  with  a 
dozen  off-the-shelf  and  homegrown  applications 
and  everything  on  the  back  end  from  NT  Wintel 
servers  to  Sun  servers  to  AS/400  servers,”  he  said. 

But  some  analysts  say  Digital  is  top  notch  only 
in  certain  contexts.  “With  their  key  customers  they 
will  be  great,  but  we  have  heard  that  they  are  not 
so  great  with  their  nonstrategic  customers,”  said 
Susan  Siew-Joo  Tan,  systems  integration  analyst  at 
International  Data  Corp.  in  Framingham,  Mass. 

One  user  noticed  a  cost  disparity  between  the 
larger  and  smaller  jobs  Digital  did.  “For  small  proj¬ 
ects  their  total  cost  seems  to  be  less  competitive  — 
they  have  overhead  to  account  for  —  whereas  big 
projects  are  more  economical,”  said  Henry  Chow, 
director  of  technical  systems  at  Lexi  International, 
Inc.  in  Los  Angeles. 

Chow  was  satisfied  with  the  outcome  of  a  large 
network  integration  job  in  which  Digital  restruc¬ 
tured  Lexi’s  network  from  one  based  on  PC  servers, 
routing  and  Novell,  Inc.’s  NetWare  to  a  Fiber  Dis¬ 
tributed  Data  Interface  (FDDI)  switching  network. 


“They  handled  the  cabling, 
the  design  and  implementa¬ 
tion  of  the  FDDI  network.  It 
was  very  professionally  done. 

They  have  vast  technical  sup¬ 
port  capabilities,”  Chow  said. 

Digital  also  gets  good 
grades  for  the  obvious:  inte¬ 
grating  its  own  equipment. 

“Our  hardware  is  from  Digi¬ 
tal,  and  I  believe  they  really 
have  a  leg  up  in  supporting 
their  own  hardware,”  said 
David  McAllister,  chief  infor¬ 
mation  officer  at  Indianapolis 
VA  Medical  Center.  The  VA 
hospital  has  extended  Digital’s 
traditional  hardware  support  to  include  networking, 
database  design,  operating  system  support  and  sys¬ 
tems  management  training. 

Things  haven’t  always  been  this  good  for  Digital. 
In  1994,  it  laid  off  16,000  employees  and  began  a 
three-year  bout  of  zero  or  subzero  net  income.  “We 
learned  from  the  school  of  hard  knocks,”  said  John 
Rando,  Digital  Services  Division  vice  president  and 
general  manager. 

The  recovery  began  in  1995  when  Digital 
punched  out  a  threefold  strategic  focus  on  high-per¬ 


formance  (64-bit)  enterprise 
Unix,  Windows  NT  integra¬ 
tion  and  networking  business. 

Last  year,  Digital  restruc¬ 
tured  its  services  business 
from  a  geographic  approach 
to  a  customer  and  competen¬ 
cy-centered  approach  that 
more  befits  a  services  compa¬ 
ny.  Then  it  identified  the  busi¬ 
nesses  and  projects  it  didn’t 
want  and  “got  out  of  them 
gracefully,”  said  Kannankote 
Srikanth,  vice  president  and 
general  manager  of  Network 
and  Systems  Integration  Ser¬ 
vices,  one  of  three  units  in 
the  Digital  Services  Division. 

Digital  Services  recently  elected  to  get  out  of  the 
hardware  and  software  maintenance  business  by 
outsourcing  to  Electronic  Data  Systems  Corp.  in  a 
$500  million-plus  contract.  EDS  will  design,  devel¬ 
op  and  implement  a  new  set  of  common  business 
practices  to  improve  the  process  of  customer  ser¬ 
vice  administration.  The  deal  makes  sense,  one  an¬ 
alyst  said.  “Digital  doesn’t  have  the  operational  ex¬ 
pertise  in  this  that  EDS  has  as  a  specialty,”  said 
Mike  Vargo,  vice  president  of  management  of  tech- 


Diqital  Equipment  Corp. 

1996  Total  Revenue: 
S14.6B 

1996  Integration  Revenue: 
S6.2B 

♦Strengths: 

Technical  expertise; 
problem  resolution 

♦Weaknesses: 

Training;  knowledge 
of  your  business 

*Source:  CW  SI  Satisfaction  Survey 
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orous  proposal  and  project  review  processes  for 
the  purpose  of  understanding  and  meeting  cus¬ 
tomer  expectations  effectively.  One  of  the  biggest 
obstacles  to  converting  a  technology  company  in¬ 
to  a  services  business  was  institutionalizing  a  dif¬ 
ferent  mind-set  about  the  business.  “This  was  his¬ 
torically  an  engineering  and  sales  company.  We 
wanted  to  set  in  place  a  line  of  thinking  about 
customers’  business  problems  before  choosing  a 
market,”  said  Barbara  Babcock,  vice  president  of 
marketing  and  strategy  at  ISG. 

KNOW  YOUR  STRENGTHS 

ISG  identified  its  competencies  as  large-scale 
project  management,  document  imaging  and 
workflow,  legacy  and  open  systems  integration 
and  Year  2000  conversions.  There  are,  for  exam¬ 
ple,  Year  2000  managers  for  each  of  the  five 
market  segments:  banking,  insurance,  trans¬ 
portation,  communications  and  public  sector. 

Unisys  bought  the  rights  to  a  project  manage¬ 
ment  methodology  and  tailored  it  to  Unisys’  cul¬ 
ture.  Then  top  ISG  managers  institutionalized  the 
methodology  so  consultants  worldwide  under¬ 
stood  the  life  cycle  of  a  project  and  their  respon¬ 
sibilities  for  it.  ISG  laid  the  groundwork  to  ensure 
that  project  proposals  were  similarly  structured 
and  properly  examined  before  they  went  out  the 
door.  “It’s  as  much  of  a  protection  as  a  culture¬ 
building  activity,”  said  Bob  Tumanic,  managing 
principal  of  ISG  Practice  Operations  and  the  Sys¬ 
tems  Integration  Center  of  Excellence. 

Converting  a  technology  company  into  a  ser¬ 
vices  organization  is  a  challenge,  Tumanic  said. 
To  accomplish  this,  it  is  necessary  to  train  con¬ 
sultants  to  be  less  provincial  in  their  thinking,  he 
added.  While  the  group  has  come  a  long  way,  it 
is  not  yet  where  it  needs  to  be.  “We  are  chang¬ 
ing  the  way  people  think  about  how  to  add  value 
to  a  client  relationship,"  Tumanic  said. 

Based  on  customer  feedback,  the  rigorous 
change  process  has  begun  to  pay  off  for  Unisys. 
“We  have  become  much  more  savvy  about  un¬ 
derstanding  our  clients,”  Babcock  said. 


nology  at  Gartner  Group,  Inc.  in  Stamford,  Conn. 

Digital  also  sought  to  reshape  itself  into  more 
of  a  distributed,  peer-oriented  structure.  For  ex¬ 
ample,  there  are  heads  of  countries  such  as  Ger¬ 
many  and  the  UK,  but  there  is  no  head  of  Euro¬ 
pean  operations.  Rando  and  Srikanth  opened  up 
management  to  include  employees  who  are  closer 
to  customers  than  to  corporate.  “People  who  are 
closer  to  customers  are  more  valuable  to  me  than 
people  who  are  closer  to  me,”  Srikanth  said.  To¬ 
day,  it’s  not  uncommon  for  employees  who  are 
closer  to  customers  to  make  more  money  than 
those  who  are  higher  up  on  the  organizational 
chart,  he  said. 

When  there  are  problems  with  customers, 
Srikanth  tells  staffers  to  fix  the  problem  first  and 
then  deal  with  the  business  or  contractual  issues. 
“You  don’t  do  this  forever  so  you  lose  money.  But  at 
the  same  time,  you  show  flexibility  and  willingness 
to  help  the  customer  so  they  see  that  we  are  not  a 
company  that  is  driven  solely  by  terms  and  condi¬ 
tions,”  he  said. 

One  of  the  biggest  obstacles  Digital  said  it  faces 
is  achieving  recognition  in  the  services  market  as  a 
legitimate  systems  integration  player.  “I  find  that 
we  have  to  work  much  harder  to  get  the  grade.  We 
are  always  faced  with,  ‘Oh,  you  are  Digital.  You  just 
want  to  sell  your  box.’  ”  Srikanth  said. 


IBM  Sports  a  New  Attitude 

Changes  such  as  a  relaxed  dress  code  and  a  more  involved  sales  force 
have  paid  off  in  an  improved  commitment  to  customer  satisfaction 


The  huge  IBM  installed  base  ought 
to  mean  a  foot  in  the  door  for  ser¬ 
vices.  But  customers  weren’t  eager 
to  admit  IBM,  mostly  because  of 
an  attitude  problem.  However,  that  Big  Blue 
chip  on  the  shoulder  seems  to  have  disap¬ 
peared. 

“Three  years  ago,  they  thought  they  had  all  the 
answers,”  said  Gary  Baxter,  chief  information  of¬ 
ficer  at  Maine  Employees  Mutual  Insurance  Co. 
in  Portland,  Maine.  “How  you  treat  people  is  a 
very  important  part  of  the  business  relationship. 
It’s  that  simple,”  he  said. 

IBM  got  an  attitude  adjustment.  “The  change 
in  IBM  is  huge  —  just  huge,”  said  Judy  Schnei¬ 
der,  director  of  information  systems  at  Washing¬ 
ton  Social  and  Health  Services  in  Olympia, 
Wash.  “Three  years  ago,  we  had  the  IBM  project 
manager  from  hell.  She  was  arrogant  and  inflex¬ 
ible.  She  said  it  was  going  to  take  14  months 
and  cost  $14  million  more  than  we  thought.” 
Plus,  there  was  arrogance  from  the  regional 
manager  and  a  sector  vice  president,  she  said. 

In  1994,  the  Washington  state  agency  served 
IBM  with  an  intention  to  terminate  its  contract 
for  default.  IBM  pulled  it  together  fast,  replacing 
the  project  manager,  the  regional  manager  and 
the  sector  vice  president  with  more  creative  and 
cooperative  staffers.  “Then  they  brought  in  IBM 
experts  from  all  over  the  coun¬ 
try  at  no  extra  cost.  They  rene¬ 
gotiated  the  contract,  rebal¬ 
anced  deliverables  within 
existing  dollar  limits  and  devel¬ 
oped  a  new  project  plan  that 
was  a  life  saver.  They  did  what¬ 
ever  it  took  to  hold  on  to  that 
project  plan,"  Schneider  said. 

IBM  also  had  to  prove  itself 
at  Maine  Employees  Mutual  be¬ 
fore  the  AS/400  shop  would 
award  the  giant  a  network  inte¬ 
gration  job.  But  that’s  just  what 
IBM  seems  to  have  done.  IBM 
services  employees  no  longer 
just  sit  around  and  wait  for  an¬ 
other  hardware  purchase  order. 

“It’s  an  attitude  change. 

There’s  a  noticeable  improve¬ 
ment  in  the  method  and  depth 
of  their  involvement.  They  stop 
by.  They  call.  They  give  us 
ideas.  They’re  a  really  good 
partner,”  Baxter  said. 


done  a  lot  to  build  a  team-based  culture.  We’ve 
coached  people  in  the  new  climate  we're  trying 
to  create  at  IBM,”  said  Frank  Roney,  general 
manager  of  Integration 
Services,  a  Global  Ser¬ 
vices  business  unit  in 
Somers,  N.Y. 

The  coaching  appears 
to  have  paid  off.  “I  have 
noticed  an  improved  com¬ 
mitment  to  customer  sat¬ 
isfaction  —  a  flexibility 
and  responsiveness  that 
is  a  notch  above  where 
they  were  two  years  ago. 

IBM  is  now  willing  to 
change  the  contract  to 
meet  today’s  needs,”  said 
Cris  Jensen,  deputy  direc¬ 
tor  of  the  California 
Health  and  Welfare 

Agency  in  Sacramento.  IBM  is  integrating  a  new 
care  management  system  for  the  agency. 

IBM  also  unified  processes  and  merged  Inte¬ 
grated  Systems  Solutions  Corp.  and  the  Con¬ 
sulting  group. 

“When  they  were  separate,  it  was  confusing  to 
customers  because  they  weren’t  sure  which  pool 
of  talent  they  were  dealing  with.  Our  processes 


IBM 

1996  Total  Revenue: 
S75.9B 

1996  Integration  Revenue: 
S4.8B 

♦Strengths: 

Final  cost  vs.  original  bid; 
business  benefits 

♦Weaknesses: 
Transfer  of  knowledge; 
problem  resolution 

*Source:  CW  SI  Satisfaction  Survey 


IBM  CORP. 


IBM's  Frank  Roney 
says  the  company  is 
fostering  more  of  a 
team-based  culture 
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DEVIL  IN  THE  DETAILS 

Changes  in  seemingly  insignificant  details  such 
as  dress  code  have  also  helped  IBM  prove  its 
new  perspective.  Instead  of  wearing  a  starched 
white  shirt  and  a  tie,  Baxter  noted,  an  IBM  ser¬ 
vice  provider  working  in  the  office  next  to  his 
had  donned  a  golf  shirt.  He  appeared  relaxed 
and  approachable. 

The  careful  tuning  of  attitude  is  one  of  several 
changes  that  the  IBM  Global  Services  Division 
has  implemented  in  recent  years.  “IBM  used  to 
be  more  of  a  hero-based  culture,  but  we  have 


weren’t  consistent,”  Roney  conceded.  % 

IBM  has  restructured  in  recent  years  from  a  I 
geographic  to  an  industry  coverage  model.  “That  ; 
way,  customers  are  not  teaching  us  their  indus-  s 
try  each  time,”  he  said. 

According  to  Baxter,  his  relationship  with  IBM 
is  no  longer  like  a  customer/ vendor  relationship. 
“It’s  more  like  a  partnership.  They  want  to  know 
what  the  problem  is  from  our  point  of  view,  and 
they  involve  us  in  the  problem-solving  process,” 
he  explained. 
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SYSTEMS  INTEGRATORS 


Deioitte  &  Touche  Consulting  Takes 
Cooperative,  User-Friendly  Path 

Clients  of  this  Big  Six  firm  boast  it  takes  customers’  input  seriously,  while 
satisfying  market  focus  and  technical  discipline  make  for  gratifying  engagements 


Customers  say  Deioitte  &  Touche 
Consulting  Group  is  the  most  con¬ 
genial  of  all  the  Big  Six  accounting 
firms.  That,  in  addition  to  the  fact 
that  the  consultancy  has  strengthened  its  exper¬ 
tise  in  certain  areas,  has  made  it  a  top  choice 
among  a  growing  number  of  information  sys¬ 
tems  shops. 

The  integrator  has  built  up  a  reputation  for 
strong  SAP  AG  and  PeopleSoft,  Inc.  implemen¬ 
tation,  industry-specific  expertise  and  business 
process  re-engineering  (BPR)  skills.  David 
Johns,  director  of  global  development  at  Owens 
Corning,  Inc.,  for  instance,  is  satisfied  he  chose 
Deioitte  &  Touche  Consulting  Group  to  plan 
and  implement  SAP  worldwide. 

“We  set  an  aggressive  implementation  sched¬ 
ule.  The  other  integrators  we  talked  to  told  us 
we  were  nuts,  but  Deioitte  &  Touche  was  will¬ 
ing  to  work  within  our  requirements  —  and 
they  have  delivered  on  them,”  Johns  said. 

BIG  SIX  UP  AND  COMER 

Analysts  say  Deioitte  &  Touche  Consulting 
Group  is  simply  easier  to  deal  with  than  the  oth¬ 
er  Big  Six  firms.  “We  hear  time  and  again  that 
they  are  the  most  user-friendly  of  the  Big  Six. 
They  are  definitely  the  up  and  comer  amongst 
the  group.  They’ve  developed  stronger  technical 
expertise,  and  they  have  good  customer  rela¬ 


tionships,”  said  Stan  Lep- 
eak,  vice  president  at  Meta 
Group,  Inc.  in  Stamford, 

Conn. 

Owens  Corning  also 
chose  Deioitte  &  Touche 
Group  Consulting  because 
the  company  demonstrated 
a  good  relationship  with  its 
partner  ICSD,  an  SAP  im- 
plementer  in  Chadds  Ford, 

Pa.,  that  the  firm  acquired 
in  1995.  The  acquisition 
gave  Deioitte  &  Touche 
Consulting  Group  a  leg  up 
on  SAP  implementation,  in¬ 
dustry  observers  say. 

Other  users  have  also 
chosen  Deioitte  &  Touche  Consulting  Group  be¬ 
cause  of  the  firm’s  cooperative  consulting  style. 
John  Cuddy,  chief  information  officer  at  the 
Oregon  Department  of  Human  Resources  in 
Salem,  Ore.,  has  worked  with  Deioitte  &  Touche 
Consulting  Group  for  the  past  20  years  of  his 
professional  life,  both  in  public  and  private  sec¬ 
tors.  “When  I  look  at  the  entire  range  of  who 
I’ve  dealt  with,  they  have  been  collegial  and  easy 
to  work  with,”  Cuddy  said.  “When  I’ve  had  to 
deal  with  the  exception  to  this  rule,  Deioitte  has 
been  the  quickest  to  reassign  the  consultant. 


Deioitte  &  Touche 
Consulting  Group 

1996  Total  Revenue: 
$1.6B 

1996  Integration  Revenue: 
$967M 

♦Strengths: 

Project  management  skills; 
transfer  of  knowledge 

♦Weaknesses 
Support  and  service; 
technical  expertise 

♦Source:  CW  SI  Satisfaction  Survey 
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Deioitte  &  Touche 
Consulting  Group's 
Stephen  Sprinkle 
says  customer 
needs  are  a  priority 


DELOITTE  & 
TOUCHE 


They  take  the  customers’  response  to  their  con¬ 
sultants  very  seriously,"  he  added. 

Like  everyone  these  days,  Deioitte  &  Touche 
Consulting  Group  must  constantly  recruit  and 
train  staffers.  “We  have  doubled  the  recruiting, 
developing  and  education  of  staff  in  each  indus¬ 
try  segment  in  the  past  year.  Employee  growth 
now  ranges  from  15%  to  35%  per  year,”  said 
Stephen  Sprinkle,  managing  partner.  Service 
Line,  at  Deioitte  &  Touche  Consulting  Group  in 
Atlanta. 

The  company  recruits  continuously  from  both 
industry  and  university 
campuses.  The  challenge  is 
for  Deioitte  &  Touche  Con¬ 
sulting  Group  to  develop  in- 
depth  expertise  in  multiple 
disciplines  and  then  train 
consultants  from  different 
backgrounds  on  how  to 
work  together  cooperatively, 
according  to  Sprinkle. 

To  ensure  that  its  staffers 
are  creating  customer  satis¬ 
faction,  Deioitte  &  Touche 
Consulting  Group  has  a  pol¬ 
icy  of  assigning  review  part¬ 
ners  as  backups  to  project 
engagement  partners.  The 
review  partner  identifies  is¬ 
sues  that  the  customer  may 
not  feel  comfortable  discussing  with  the  en¬ 
gagement  partner.  “This  is  our  [customer  satis¬ 
faction]  insurance  policy,”  Sprinkle  said. 

PRIORITY  TO  CUSTOMERS 

The  firm  appears  to  make  customer  needs  a  pri¬ 
ority.  “Our  mission  statement  reads  ‘We  disdain 
arrogance,’  ”  Sprinkle  said.  Indeed,  arrogance 
did  not  seem  to  be  an  issue  for  Deioitte  & 
Touche  Consulting  Group’s  customers.  The  firm 
planned,  developed  and  implemented  a  client/ 
server  application  for  case  management  of  se¬ 
nior  citizens’  service  eligibility  at  the  Oregon 
agency. 

“They  brought  this  in  on  schedule  and  on 
budget.  Some  vendors  have  a  bias  in  the  direc¬ 
tion  of  what  they’re  selling.  But  Deioitte  is  ob¬ 
jective.  They  are  just  trying  to  meet  our  needs,” 
Cuddy  said. 

The  Big  Six  firm  recently  completed  a  People- 
Soft  implementation  on  an  Oracle  Corp.  data¬ 
base  at  Norrell  Corp.  in  Atlanta.  “They  are  very 
easy  to  work  with.  We  couldn’t  tell  who  was 
working  for  Deioitte  &  Touche  and  who 
was  working  for  Norrell,”  said  Tom 
Porter,  Norrell  vice  president  of  technol¬ 
ogy  and  business  systems.  Porter  said  he 
trusts  the  consulting  firm.  “They  backed 
up  what  they  said  they  would  do,”  he  added. 

One  customer,  however,  said  Deioitte  & 
Touche  Consulting  Group  could  stand  to  im¬ 
prove  the  execution  side  of  project  manage¬ 
ment.  “Our  experiences  with  Deioitte  on  the 
planning  and  contractual  side  were  outstand¬ 
ing,”  said  Dennis  Lowe,  corporate  comptroller 
at  Weyerhaeuser,  a  paper  products  company  in 
Seattle.  “The  downside  was  in  the  execution 
area,  where  there  were  some  missed  cues  both 
in  knowledge  base  as  well  as  execution.  Proba¬ 
bly  about  70%  of  what  had  been  anticipated  was 
actually  delivered,”  he  said. 

Despite  the  downside,  Deioitte  &  Touche  Con¬ 
sulting  Group  still  left  a  positive  overall  impres¬ 
sion.  “On  balance,  we  were  pleased  with  the 
portion  that  we  did  receive,”  Lowe  said. 
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John  Singel,  Global  Information  Technology 
Leader  at  Price  Waterhouse,  shared  key 
points  of  Successful  Systems  Integration: 

The  Seven  Deadly  Sins  with  attendees  of  the 
1997  SIM-ETS  conference,  here  synopsized. 


Successful  systems 
integration  takes  hard- 
nosed  managing  of  all  the 
day-to-day  details.  And, 
from  the  start,  proper 
conception.  Even  a  well 
executed  project  will  fail  if 
it’s  a  mission  impossible 
assignment. 


urprisingly,  a  systems  inte¬ 
grator  may  try  to  do  some¬ 
thing  that’s  never  been  done 
before,  without  being  en¬ 
tirely  sure  it  can  be  done  —  and  still 
plan  on  a  fixed  timeframe  and  budget! 
A  recipe  for  disaster,  but  all  too  com¬ 
mon  in  the  push  for  competitive  ad¬ 
vantage  through  the  implementation  of 
technology. 

Today’s  integration  projects  with  eight 
and  nine-digit  contracts  involve 
broader  scope,  both  functionally  and 
geographically.  And  a  bewildering  ar¬ 
ray  of  choices,  from  hardware,  pack¬ 
age  software,  custom  built  applications, 
middleware,  and  operating  systems  to 
third-party  contractors,  including  inte¬ 
grators  and  outsourcers. 

Will  IS  professionals  understand  the 
business  requirements?  Will  the  busi¬ 
ness  side  understand  the  technology 
issues?  With  growing  reliance  on  out¬ 
side  specialists,  who  do  you  choose? 


Who  can  you  trust?  How  should  you 
tackle  a  large  SI  project?  What  points 
are  critical  to  successful  implementa¬ 
tion?  What  are  the  danger  zones? 

Any  solution  combines  components 
from  many  third-parties.  The  right  one 
juggles  factors  like  risk  and  systems 
management  issues,  limited  time,  in¬ 
ternal  resources,  and  ROI  concerns. 
It  meets  the  shifting  expectations  of 
end-users  and  management.  Offers  an 
architectural  platform  that  supports  the 
business  strategy  —  and  avoids  box¬ 
ing  in  the  company  with  dead-end  tech¬ 
nology  and  solutions.  A  very  complex 
business! 

In  30  years  of  systems  integration 
work,  Price  Waterhouse  finds  there  are 
several  common  hazards  which  all  SI 
projects  must  overcome.  We  call  these 
The  Seven  Deadly  Sins. 
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Evils 

Mission  Impossible  Projects 

Has  the  proposed  solution  been  done 
before?  Or  is  it  unproven?  What  looks 
good  on  paper  may  turn  out  to  be  im¬ 
possible.  And  working  within  a  set 
time  and  budget  leaves  no  latitude  to 
be  creative. 

Scope  Creep 

The  project  is  well  thought  out  at  in¬ 
ception.  Then,  the  inevitable  stream  of 
bright  ideas  begin.  “Just  one  more 
thing”  becomes  hundreds,  and  scope 
doubles  or  triples. 


Take  calculated 
risks.  That  is  quite 
different  from 
being  rash. 

-  General  George  Patton 


Commandments 

Propose  Realistic  Solutions 

Consider  both  time  frame  and  cost.  Be¬ 
gin  with  a  phase  zero  effort.  The  sys¬ 
tem  integrator  investigates  the  prob¬ 
lem,  develops  an  architecture,  and  de¬ 
velops  a  statement  of  work  that  begins 
to  make  sense  in  the  context  of  what 
the  organization  wants  to  accomplish. 
If  the  solution  lacks  real  business  im¬ 
pact  at  this  point,  you’ve  found  out 
without  spending  the  budget. 

Business  Unit  (BU)  Ownership 

The  executives  of  the  BU  which  will 
derive  the  benefits  from  the  project 
must  (a)  actively  sponsor  the  project 
and  (b)  be  accountable  for  its  success. 

Incentive  Alignment 

IT  executives  and  BU  executives 
should  have  their  incentive  compen¬ 
sation  tied  to  project  success.  Staff 
working  on  the  project  must  have  a 
strong  incentive  to  see  it  through.  Link 
career  success  to  the  outcome. 

Reality  Checks 

“Benchmark”  the  project  scope,  esti¬ 
mates  and  technologies  against  real 
projects  which  have  actually  been  de¬ 
livered. 

Change  Control 

Well  defined  processes.  Must  be  hard 
to  affect  a  change. 


Success  Story: 

Data  Warehouse  and 
Data  Mining 

One  of  the  world’s  largest,  most  respected 
financial  institutions,  located  in  France, 
faced  considerable  change.  This  institu¬ 
tion,  active  in  personal,  corporate,  and  in¬ 
vestment  banking,  acquired  another  that 
specialized  in  commercial  banking.  As  of¬ 
ten  happens  with  mergers,  this  one 
prompted  a  major  project  to  restore  basic 
MIS  functions.  The  project  also  aimed  to 
achieve  greater  productivity  and  faster 
delivery  of  information;  produce  reports 
directly  on  the  host  and  fewer  on  PCs; 
and  ensure  that  the  new  solution  would 
serve  as  a  platform  for  future  develop¬ 
ment. 

As  available  tools  seemed  insufficient,  the 
bank  asked  Price  Waterhouse  to  scope 
out  options  for  a  new,  more  powerful  so¬ 
lution  to  meet  current  needs.  Implement¬ 
ing  a  data  warehouse  and  data  mining 
solution  quickly  changed  the  bank  from 
an  organization  starved  for  information  to 
one  rich  in  the  information  needed  to  gen¬ 
erate  revenue. 

“What  impresses  me  is  Price  Waterhouse 's 
ability  to  produce  consultants  who  under¬ 
stand  our  objectives  and  offer  the  experi¬ 
ence  to  coordinate  all  of  the  parties  — 
both  internal  and  external  —  needed  to 
achieve  them,”  says  the  MIS  Director. 
“This  experience  extends  to  understand¬ 
ing  the  tricky  issues  that  arise  when  two 
organizations  with  separate  business  cul¬ 
tures  have  to  be  merged.” 
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Vapor  Technology 


Success  Story: 

A  Mission-critical 
HR  System 

The  world’s  leading  entertainment,  media, 
and  communications  company,  is  an  or¬ 
ganization  characterized  by  growth  and 
rapid  expansion.  Nearly  three  decades 
ago,  it  made  the  decision  to  completely  out¬ 
source  its  HR  and  payroll  processing  in 
order  to  focus  on  its  core  business.  Today, 
— 7,000  employees  later — their  manage¬ 
ment  team  decided  to  internalize  this  func¬ 
tion  in  order  to  reduce  costs  and  improve 
the  HR  and  payroll  processes,  while  im¬ 
proving  the  quality  of  service  to  its  employ¬ 
ees.  They  sought  consultants  with  wide 
knowledge  of  their  business,  strong  HR 
consulting  credentials,  and  proven  ability 
to  leverage  technology  for  competitive  ad¬ 
vantage.  They  chose  Price  Waterhouse  for 
all  three,  and  for  our  solid  Change 
Integration*  and  IT  methodologies. 

Devising  a  totally-integrated  HR  and  pay¬ 
roll  system,  the  joint  project  team’s  sys¬ 
tem  will  replace  a  paper  process  that  ham¬ 
pers  information  access.  Service  and  func¬ 
tionality  significantly  improved  as  did  data 
integrity  and  real-time  data  maintenance. 
Empowered  users  gain  access  to  the  right 
information  and  the  right  employees  in 
record  time. 

“We  needed  an  implementation  partner 
that  understood  our  business  functions  and 
project  management,  but  at  the  same  time 
wanted  to  impart  this  knowledge  to  our  staff 
in  a  partnering  role,’’  explains  the  Senior 
Project  Manager.  “PW  has  accomplished 
this  and  more.  They  understood  our  busi¬ 
ness.  Our  project  entailed  serious  process 
reengineering  of  the  HR  and  payroll  func¬ 
tions.  The  seamless  integration  of  their 
Change  Integration  and  Information  Tech¬ 
nology  methodologies  greatly  enhanced 
our  implementation  efforts.  Our  project’s 
ultimate  success  is,  in  part,  due  to  their 
partnering  approach." 


Evils 

Doesn’t  Work 

Are  you  selecting  your  technology  by 
what  the  brochure  said  it  would  do? 
Or  working  from  the  theory  of  what 
the  hardware  and  software  should  do? 
Is  it  completely  compatible  with  other 
pieces  in  the  architecture? 

Inadequate  Performance 

Technology  either  failed  to  meet  speci¬ 
fications  or  was  improperly  scoped. 
Did  the  written  specs  overstate  capa¬ 
bilities? 

Unreliable 

Frequent  failure. 

“Betting  on  the  Come” 

The  next  release  will  solve  the  problem. 


You  can’t  build 
a  reputation  on 
what  you’re 
GOING  to  do. 

-  Henry  Ford 


Commandments 

Been  There,  Done  That 

Reality  check:  Has  someone  done  this 
before  and  done  it  on  the  same  scale? 
If  it’s  been  done  before,  you  know 
what  to  expect.  Make  sure  a  hardware/ 
software/infrastructure  review  is  in 
place.  Structure  from  foundation: 
What  is  the  project  designed  to  do? 
And  is  the  technology  cleanly  aligned 
with  business  objectives  and  strate¬ 
gies?  In  choosing  technology,  analyze 
skill  gaps.  Be  sure  to  provide  adequate 
training  for  users  and  developers. 

Test  Early  and  Often 

Validity  checks,  repeated  validity 
checks.  Prototyping  and  scaleability 
testing  must  be  done.  Prior  to  pur¬ 
chase,  validate  the  way  to  integrate 
with  existing  architecture. 

Architecture  &  Support  Committee 

Organize  a  group  that  clearly  under¬ 
stands  the  existing  architecture  and  can 
develop  new.  They  must  adhere  to  the 
plan.  Also  organize  an  internal  sup¬ 
port  group,  the  first  line  of  defense. 
Vendors  offer  the  second. 

Business  Requirements  First 

Business  requirements  drive  the  tech¬ 
nology,  not  the  other  way  around. 
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Success  Story: 

Amplifying  Project  Results 


Mis -Estimating 


Evils 

Takes  Too  Long 

“One  year”  projects  which  take  two 
years,  or  maybe  three... 

Costs  Too  Much 

Not  devoting  the  right  people  to  de¬ 
velop  the  estimate.  The  best  minds 
must  develop  a  realistic  approach  or 
shortcuts  and  economies  may  pull  the 
project  off  course. 

Receding  Goal  Posts 

“Just  six  more  months.”  “Just  another 
million  dollars.” 


There  cannot  be  a 
crisis  next  week. 
My  schedule  is 
already  full. 

-  Henry  Kissinger 


Commandments 

Independent  Reviews 
Solicit  experiences  and  learn  from 
people  who  have  done  similar 
projects.  Past  project  teams  can  lend 
important  knowledge.  Also  find  or 
develop  Subject  Matter  Experts  — 
SMEs  —  with  extensive  topical 
knowledge  (in  addition  to  the  estab¬ 
lished  support  group). 

Project  Planning 

Use  tools  available  in  the  marketplace. 
Need  to  plan  to  the  level  of  the  indi¬ 
vidual  person's  time.  Even  if  you  have 
enough  total  resources,  do  you  have 
enough  resources  in  the  critical  posi¬ 
tions?  People  are  not  fungible! 

Document  Assumptions 

Every  estimate  must  have  clearly 
listed  assumptions  and  cut-off  points. 

Multiple  Estimates 

Use  top  down,  bottom  up  and  model- 
based  estimates.  Then  compare.  If 
there  are  big  differences,  you’ve  missed 
something. 


When  one  of  the  country’s  leading  ceramic 
tile  manufacturers  (a  division  of  a  Fortune 
100  company)  decided  to  replace  the  finan¬ 
cial  packages  running  on  an  aging  main¬ 
frame,  it  seized  the  opportunity  to  reengi¬ 
neer  its  financial  information  system.  And  it 
turned  to  Price  Waterhouse  for  help. 

The  project’s  two-fold  challenge  was  to  move 
to  client/server  technology  and  do  so  in  a 
very  short  timeframe.  In  only  five  months, 
the  company  had  to  completely  implement 
accounts  payable,  accounts  receivable,  and 
general  ledger  systems.  The  full  system  was 
constructed  and  implemented  well  within  the 
five-month  project  window. 

The  manufacturer’s  project  team  members 
helped  devise  and  deploy  a  financials  solu¬ 
tion  that  operates  on  multiple  platforms,  sup¬ 
ports  client/server  architectures,  and  uses 
a  graphical  user  interface.  Today,  the 
system’s  flexibility  lets  end-users  generate 
ad  hoc  reports  and  queries  improving  pro¬ 
ductivity  and  response  time  while  cutting 
demands  on  IS  support.  With  information 
readily  available  throughout  the  organization, 
the  company  has  eliminated  duplication  of 
effort  associated  with  the  old  system.  And 
the  new  system  has  let  them  shorten 
monthly  closing  time  by  60  percent. 

“Price  Waterhouse  went  to  great  efforts  to 
fit  into  the  group  and  our  corporate 
culture...  this  was  a  true  collaborative  effort,” 
says  the  Manager  of  Financial  Analysis. 
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Project  Mi s -Management 


Success  Story: 

Integrating  Global 
Business  Processes 

A  technology  driven,  billion  dollar  global 
provider  of  eye  care  and  other  therapeu¬ 
tic  products  and  services  now  has  real¬ 
time  access  to  their  sales  and  inventory 
position,  as  well  as  real-time  financial  sta¬ 
tistics.  The  Irvine,  California-based  com¬ 
pany  chose  Price  Waterhouse  to  help 
implement  a  global  solution  that  went  live 
at  a  dozen  sites  in  20  months.  The  project 
represents  one  of  the  largest  number  of 
rrtbdules  to  go  live  at  one  time  and  exem¬ 
plifies  a  smooth  application  implementa¬ 
tion  across  multiple  processes  at  numer¬ 
ous  locations,  on  time  and  under  budget. 

“A  critical  success  factor  was  the  team¬ 
work  of  Price  Waterhouse,  the  vendor  and 
ourselves  in  planning  and  implementing 
the  new  system,"  says  the  company’s 
Chief  Information  Officer.  “We  dedicated 
some  of  our  best  people  and  resources 
to  facilitate  the  implementation.  The  team 
represented  a  harmonious  integration  of 
skills,  knowledge  and  commitment." 


Evils 

Don’t  Know  Where  We  Stand 

Every  program  manager  knows  where 
they  stand  relative  to  the  budget.  But, 
where  do  you  stand  relative  to  the 

workl 

Dates  Continually  Missed 

Once,  OK.  Twice,  OK.  But  where 
does  it  end?  Before  you  know  it, 
you’re  out  of  time  and  over  budget. 

Accordion  Effect 

Early  dates  are  missed  but  end  dates 
do  not  move.  Ergo,  middle  dates  get 
closer  and  closer  together. 


Idealism  is  fine,  but 
as  it  approaches 
reality,  the  cost 
becomes  prohibitive. 

-  William  F.  Buckley 


Commandments 

Project  Office 

Maintain  an  on-site  location  as  the  re¬ 
pository  and  central  clearinghouse  for 
all  project  information.  Keep  it  updated. 

Plan  and  Track  to  Sufficient  Level 
of  Detail 

From  experience,  what  are  all  the  little 
things  that  need  to  be  addressed?  Plan 
them  upfront  and  to  the  individual 
level.  Track  work  and  budget  to  be  sure 
they’re  in  sync. 

Well  Defined  Deliverables 

Spell  out  deliverables.  Set  deliverable 
dates  and  don’t  move  the  deadline! 

Assign  Project  Manager 

There  is  no  substitute  for  experience. 
So  hire  a  full-time,  highly  experienced 
project  manager  to  hold  accountable 
for  deliverables.  This  person  has  a  de¬ 
veloped  Change  Control  approach  — 
a  formal  process  for  escalating  issues. 

Knowledge  Sharing 

Capture  the  project  knowledge  and 
share  the  information.  Document  the 
experiences  and  results.  Develop  an  ap¬ 
proach  for  Knowledge  Management™. 
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Third-Party  Dependency 


Evils 

Can’t  Control  Success  of  Project 

Every  large  SI  project  depends  on  a 
host  of  third-parties  —  hardware  and 
software  vendors,  the  HR  department, 
purchasing,  legal,  user(s),  etc. 


The  price  of  greatness 
is  responsibility. 

-  Winston  Churchill 


Commandments 

Have  Skin  In  the  Game 

Do  they  have  something  to  lose?  As 
much  as  you?  Make  sure  they  do  and 
have  an  incentive  to  meet  project  mile¬ 
stones. 

Fall-Back  Planning 

Anything  that  can  go  wrong,  will!  So, 
have  a  detailed  contingency  plan  in 
place.  Budget  for  upgrade  and  life- 
cycle  support. 

“Fault  Tolerant”  Project  Plans 

If  it  has  to  be  perfect  to  be  useful,  it 
will  never  be  delivered.  Build  in  error 
tolerances  and  know  what  they  are. 

Verify  Their  Credentials 

Do  you  know  contractors’  track 
records?  Are  they  financially  stable? 
Check  the  company’s  references  and 
individual  resumes,  reviewing  each 
one,  if  possible. 

Share  Pain  and  Gain 

Make  sure  they  share  in  the  risks  and 
rewards.  Make  sure  everyone  knows 
who  gives  direction.  Put  them  on  the 
steering  committee  that  meets  regu¬ 
larly.  Involve  them  early  on  in  the  plan¬ 
ning,  and  make  them  party  to  the 
knowledge-sharing  process.  Make 
mentoring  relationships  a  deliverable, 
addressed  in  agreement. 


Success  Story: 

Multiple  Supply  Chain 
Functions 

To  boost  productivity  enterprise-wide,  one 
of  the  largest  pharmaceutical  companies 
in  the  world  established  three  major  busi¬ 
ness  reengineering  and  systems  imple¬ 
mentation  initiatives.  Those  in  Financial 
Shared  Services,  Demand  Management, 
and  Order-to-Cash  fit  under  a  single  um¬ 
brella  administered  by  a  cross-project 
steering  committee  and  project  integra¬ 
tion  group.  Price  Waterhouse  helped  de¬ 
fine  the  most  appropriate  approach  for  op¬ 
timizing  supply  chain  functions  across  the 
multitude  of  divisions  and  geographies. 

The  Financial  Shared  Services  initiative, 
one  of  the  largest  custom  workflow  appli¬ 
cation  implementations  in  the  world,  in¬ 
volved  developing  more  than  110  custom 
interfaces  and  numerous  reports  and  con¬ 
versions. 

The  Demand  Management  process  scope 
includes  all  manufacturing  processes,  sales 
and  operations  planning,  quality  manage¬ 
ment,  procurement  planning,  and  product 
costing. 

The  Order-to-Cash  was  to  enable  1:1:1  ca¬ 
pabilities,  that  is  one  order,  one  shipment, 
one  invoice.  It  also  facilitated  error-free  or¬ 
ders;  paperless;  automatic  orders;  and  im¬ 
proved  overall  customer  service. 
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Success  Story: 

One  of  the  Earliest 
Successful  Data  Warehouse 
Implementations 

One  of  the  world’s  largest  telecommuni¬ 
cations  companies  engaged  Price  Water- 
house  to  build  a  data  warehouse.  Beyond 
improving  the  estimation  of  usage  and 
sales,  the  company  moved  to  automate 
identifying  customer  defection  and  speed 
query  time.  It  also  acted  to  improve  the 
accuracy  and  speed  of  tracking  product 
and  sales  performance  by  integrating  over 
25  different  systems.  And  it  accomplished 
two  other  business  objectives  as  well,  re¬ 
ducing  both  the  cycle  time  of  the  annual 
planning  process  and  annual  systems 
operating  costs. 

The  14-person  Price  Waterhouse  devel¬ 
opment  team  and  35-person  client  data 
warehouse  team  developed  an  integrated 
Sales,  Traffic,  Revenue,  and  Financial 
data  warehouse  with  three  subtending 
Decision  Support  applications  —  Traffic, 
Revenue  and  EIS/DSS.  This  project  is  re¬ 
corded  as  one  of  the  earliest  successful 
implementations  of  data  warehouse  for  the 
client. 

“Data  warehousing  minimizes  the  amount 
of  unproductive  time  spent  acquiring  in¬ 
formation,  reconciling  data  and  preparing 
reports.  Instead,  it  allows  us  to  validate 
strategies,  prepare  effective  plans,  insti¬ 
tute  corrective  measures  and  track  the 
competition, "says  the  Director  of  Finance. 


Mis-Matched  Staffing 

Evils  Commandments 


IS  Staff  Fails  to  Understand 
Business  Problems 

If  previously  left  out  of  the  meetings 
involving  business  requirements,  staff 
are  unlikely  to  understand  the  prob¬ 
lems.  They’ll  view  the  project  through 
a  different  set  of  lenses,  rather  than  in 
terms  of  business  requirements  first. 
Project  team  should  represent  a  mix  of 
functional  and  technical  people,  elimi¬ 
nating  gaps. 

Cannot  Get  Technology  to  Work 

Is  the  technology  new  to  staff?  Do  they 
lack  hands-on  experience?  This  is  not 
the  time  to  “bet  the  ranch’’  on  inexpe¬ 
rienced  staff. 


The  point  of  the 
game  is  not  how 
well  the  individual 
does,  but  whether 
the  team  wins. 

-  Bill  Bradley 


Been  There,  Done  That 

Put  experienced  managers  in  the  lead 
and  mentor  the  younger  staff  from  the 
sidelines.  Source  staff  from  all  possible 
areas  —  from  within  and  outside.  So¬ 
lution  may  include  educating  existing 
staff.  Plan  lead  time  to  hire,  develop 
or  source  skilled  people.  Pair  with  ex¬ 
ternal  experts  to  develop  needed  skills. 

Incentives 

Providing  incentives  for  achieved 
project  objectives  and  milestones  is 
imperative  to  a  successful  engagement. 
Penalties  are  counterproductive. 

Depth  Charting 

Understand  individual  team  members’ 
places  on  the  team,  their  skills  and  abil¬ 
ity  to  fill  and  change  positions  when 
necessary.  Have  a  backup  for  every  po¬ 
sition  and  be  able  to  shuffle  skills  to 
meet  every  contingency. 

Team  Commitment 

Conduct  Real  Teamsm  development 
sessions  and  get  everyone  100  percent 
committed.  Where  appropriate,  relo¬ 
cate  staff  to  a  central  location. 
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Contract-itis 


Contract  Examples: 

Three  ways  to  negotiate;  three 
degrees  of  risk. 

1.  Fixed  Price 

The  SI  has  100  percent  of  the  risk.  On 
the  positive  side,  the  SI  has  incentive 
to  deliver  on  time  or  early.  On  the 
negative  side,  if  the  SI  overruns  the 
contract,  the  incentive  is  to  deliver  — 
ready  or  not! 


Evils 

Finger  Pointing 

When  contracts  lack  clear,  concise  in¬ 
formation  about  the  project,  its  param¬ 
eters  and  measurements,  the  blame 
game  begins.  It  happens  when  some¬ 
thing  goes  wrong  and  no  one  under¬ 
stands  who  has  accountability  and  re¬ 
sponsibility. 

Hostile  Environment 

When  voices  and  arms  are  raised,  the 
project  is  in  real  trouble.  Once  the  fin¬ 
ger-pointing  starts,  things  digress. 
Negative  feelings,  surrounding  the 
team  or  members  of  it,  slow  or  stop 
progress. 


Education  is 
when  you  read 
the  fine  print. 
Experience  is 
what  you  get  if 
you  don’t. 

-  Pete  Seeger 


Commandments 

Go  For  Win-Win 

Understand  and  articulate  each  others’ 
objectives  for  a  successful  project. 
Both  sides  need  to  feel  they’ve  con¬ 
tributed  to  and  are  being  rewarded  for 
their  contributions.  These  then  become 
business  objectives  and  are  written 
into  the  contract.  Once  the  contract  is 
written,  it  should  never  have  to  be 
looked  at  again. 

Incentives,  Not  Penalties 
If  milestones  are  met  earlier  than 
planned,  a  reward  is  given.  Knowing 
this  will  drive  the  team  to  deliver  early. 

Deal  First,  Legal  Later 
Involve  the  project  team  when  defin¬ 
ing  contract  scope.  Determine  the 
business  requirements  and  articulate 
them  clearly  in  writing.  Then  develop 
the  legal  aspects  of  the  contracts  terms 
and  conditions. 


The  client  has  zero  percent  risk.  The 
SI  looks  like  a  “free  good.”  On  the 
negative  side,  there’s  no  incentive  to 
control  scope. 

2.  Time  &  Materials 

The  SI  has  zero  percent  risk  and  the 
client  has  100  percent.  However,  it  is 
a  negative  proposition  for  the  Sl-there 
is  no  incentive  for  on  time  delivery. 
For  the  client,  the  positive  is  scope 
control. 

3.  Combination 

A  Win-Win.  The  partners  are  posi¬ 
tively  and  equally  induced  to  succeed. 
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he  integrator’s  work?  To 
weave  the  elements  of  a 
company’s  business  strat¬ 
egy  with  its  information  ar¬ 
chitecture  —  the  hardware,  soft¬ 
ware,  and  network  components  of 
new  and  legacy  systems  —  into  a 
seamless  path  for  information  pro¬ 
cessing  and  retrieval.  Blending 
electronic  commerce  and  wireless 
computing  to  give  customers  and 
employees  instant  access  world¬ 
wide.  Using  the  latest  technolo¬ 
gies  to  enable  business  process 
transformation.  And  those  are  just 
the  basics. 


leaves  the  company  flexible,  poised 
to  compete.  That’s  the  ideal. 

What’s  the  biggest  obstacle  to 
achieving  it?  Often,  the  company 
itself!  Management  may  hire  a 
skilled  integrator,  but  insist  on  deal¬ 
ing  with  vendors  directly  —  isolat¬ 
ing  the  creative  forces  that  should 
work  together.  To  see  where  tech¬ 
nology  is  headed,  where  the  busi¬ 
ness  is  headed,  and  how  they  best 
converge,  the  company  must  ac¬ 
tively  participate  with  and  trust  the 
integrator.  And,  have  confidence  in 
the  relationship. 


The  real  test  of  an  integrator?  Can 
it  design  an  integrated  information 
strategy  —  and  then  deliver  it?  A 
strategy  that  carries  the  company 
forward.  And  allows  implementa¬ 
tion  process  improvements  at  ev¬ 
ery  step,  regardless  of  competitive, 
economic,  and  industry  issues.  One 
that  considers  contingencies  and 


It  must  allow  the  integrator  and  ven¬ 
dors  to  collectively  develop  solu¬ 
tions  and  strategies  devising  the 
best  answers  from  the  best  minds. 
Together,  they  develop  a  plan  that 
lets  everyone  gain  their  objectives. 
When  that  happens,  the  project 
docks  safely. 


Our  main  business 
is  not  to  see  what 
lies  dimly  in  the 
distance,  but  to  do 
what  lies  clearly 
at  hand. 

-  Thomas  Carlyle 


Price  Waterhouse  employs  over 
10,000  professionals  worldwide  to 
deliver  enterprise- wide,  multidimen¬ 
sional  solutions  to  clients  globally.  It 
operates  with  a  single,  international 
management  team  and  organizational 
structure.  And,  serves  the  largest,  most 
prestigious  companies  around  the  world. 

With  a  combined  pool  of  talent,  ex¬ 
pertise,  and  resources,  PW  responds 
quickly,  bringing  together  the  right 
mix  of  skills,  expertise,  industry 
background,  and  cultural  knowl¬ 
edge  for  specific  client  needs.  A 
single  set  of  tools,  methodologies, 
and  training  ensures  that  service 
delivery  is  consistent  worldwide, 
regardless  of  location. 
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Mind  &  Muscle' 


While  most  consultants  can’t  turn 
their  strategic  insight  into  tactical 
action,  Price  Waterhouse  consultants 
will  propose  an  idea  only  if  we 
can  implement  it. 

Whether  we’re  building  an 
enterprise-wide  system  or  helping 
a  company  set  up  global  shared 
services,  Price  Waterhouse  is 
committed  to  taking  ideas  from 
conception  to  completion. 

To  find  out  more  about  how  we 
work,  call  Price  Waterhouse  at 
(301)  897-5900  or  visit  our 
web  site  at  http://www.pw.com. 
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Hewlett-Packard  Makes  Good  Use  of  its  Partners 

Whether  it’s  working  with  Big  Six  firms  or  small  vendors ,  HP  is  leveraging  others’  talents  to  enhance  service 


Hewlett-Packard  Co.  has  embraced 
the  services  business  by  cultivat¬ 
ing  key  partnerships  that  either 
serve  to  divide  customer  delivery 
responsibilities  realistically  or  leverage  the  re¬ 
spect  the  company  has  established  in  the  mar¬ 
ket  for  its  role  in  developing  both  standard  and 
advanced  technology. 

“Hewlett-Packard  is  willing  to  work  not  only 
with  the  Big  Six  but  also  with  up-and-coming 
software  vendors  like  Netscape.  And  we  haven’t 
seen  other  hardware  vendors  being  as  aggres¬ 
sively  hardware-neutral  as  HP.  HP  is  more  open 
to  providing  best-of-breed  solutions,”  said  Stan 
Lepeak,  a  vice  president  at  Meta  Group,  Inc.  in 
Stamford,  Conn. 

Dennis  Barry,  vice  president  of  finance  and 
administration  at  JBL  Professional,  chose  HP 
from  nine  companies  he  evaluated  for  a  project 
implementing  SAP  AG’s  R/3  on  HP/9000  ma¬ 
chines. 

“HP  was  the  only  one  willing  to  guarantee 
time  and  cost  of  implementation.  Also,  I  have  a 
lot  of  respect  for  the  HP  product,”  Barry  said. 
JBL  is  a  Northridge,  Calif. -based  audio  business 
unit  of  Harman  International. 

While  customers’  respect  for  its  technology 
has  opened  the  services  door  to  HP,  the  compa¬ 
ny  has  also  had  to  deemphasize  its  focus  on 
technology  to  be  effective  in  services.  HP  has  re¬ 
structured  twice  in  two  years  to  focus  on  ser¬ 
vices,  first  moving  the  Professional  Services  Or¬ 
ganization  outside  hardware  maintenance  and 
aligning  it  with  the  direct  sales  organization. 
But  the  services  business  still  fell  under  the 
product-oriented  Computer  Systems  Organiza¬ 
tion. 

“We  were  still  very  reactive  and  centered 
around  HP  products  and  an  after-sale  service 
mentality,"  said  Jim  Sherriff,  general  manager 
at  Hewlett-Packard  Professional  Services  Orga¬ 
nization. 

TEARING  DOWN  WALLS 

One  of  the  biggest  challenges  for  HP  was  elim¬ 
inating  the  barriers  among  services  organiza¬ 
tions,  Sherriff  said.  In  May,  the  company  fixed 
the  second  structural  problem  by  unifying 
Worldwide  Customer  Support  Operations  and 
the  Professional  Services  Organization  under 
one  roof. 

Once  organized,  HP  developed  solution  sets 
and  a  consulting  process  method  around  three 
worldwide  competencies:  telecommunications, 
financial  services  and  manufacturing.  Then  the 
company  sealed  partnerships  with  Ernst  & 
Young,  Andersen  Consulting  and  Price  Water- 
house  to  divide  responsibility  for  delivering  the 
services. 

Within  the  partnerships,  HP  will  deploy  solu¬ 
tion  sets  and  technology,  such  as  network  and 
systems  management,  and  the  partners  will 
align  them  in  a  broader  business  context.  The 
advantage  of  HP’s  partnering  approach  is  that 
the  company  now  does  fewer  things  better, 
Sherriff  said. 

“HP  has  been  explicit  that  they  are  not  trying 
to  do  what  the  Big  Six  does.  That  has  served 
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them  well.  That’s  why  they’ve  been  able  to  part¬ 
ner  well  with  the  Big  Six,”  Lepeak  said. 

HP  has  added  2,500  of  its  own  consultants, 
project  managers  and  engineers  with  industry- 
specific  expertise  during  the  past  three  years. 
The  hiring  effort  has  doubled  the  services  staff 
to  5,000  consultants  worldwide,  Sherriff  said. 

According  to  Barry,  HP  has  had  trouble  at 
times  finding  the  right  talent.  “But  they  kept  on 
trying  until  they  brought  in  the  right  staff  to  do 
the  job.  HP  is  committed  to  making  me  suc¬ 
cessful,”  he  added. 

The  company  is  also  committed  to  processing 
and  applying  the  results  of  various  customer 
feedback  mechanisms.  “The  No.  1  issue  was 
that  we  were  far  too  apt  to  provide  choices 


1996  Integration  Revenue: 
$1.9B 


rather  than  recommen¬ 
dations,”  Sherriff  said. 

To  correct  the  prob¬ 
lem,  HP  increased  train¬ 
ing  in  technology  de¬ 
ployment,  methodology 
delivery  process,  busi- 
ness-to-IT  alignment, 
questioning  techniques 
and  managing  group  dy¬ 
namics. 

According  to  JBL’s  Barry,  HP  acts  on  cus¬ 
tomer  feedback.  “When  we  gave  them  feedback 
that  they  were  weak  in  postimplementation  sup¬ 
port,  HP  corrected  the  problem  right  away,’ 
Barry  said. 


♦Strengths: 
Problem  resolution; 
support  and  service 

♦Weaknesses: 
Project  management  skills; 

knowledge  of  year  business 

*Source:  CW  SI  Satisfaction  Survcv 
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by  the  end  of  1997,”  said  John  Rando,  vice  presi¬ 
dent  and  general  manager  of  the  Digital  Services 
Division. 

Beseiged  by  staffing  and  other  problems,  IT 
firms  have  turned  to  the  simplicity  of  using  hard¬ 
ware  manufacturers  for  services  that  revolve  around 
their  products.  “We  find  that  these  projects  are  very 
technical,  tend  to  be  smaller  in  scope  and  easier  for 
the  hardware  vendor  to  do.  You  get  very  good  tech¬ 
nical  service  from  the  hardware  manufacturers. 
They  do  a  good  job  of  integrating  their  own  ma¬ 
chines,  and  that  boosts  customer  satisfaction 
scores,”  Siew-Joo  Tan  said. 

Meanwhile,  hardware  manufacturers  have  need¬ 
ed  the  services  business  as  their  technology  became 
increasingly  indentured  to  Wintel  products.  “In 
1991,  we  looked  at  the  future  of  our  maintenance 
business.  We  determined  that  it  would  decline.  Our 
conclusion  was  that  our  maintenance  business  lent 
itself  well  to  networking,”  Unruh  said.  Unisys  then 
began  planning  the  capabilities  needed  to  build  a 
networking  services  business. 

Hardware  manufacturers  had  to  incorporate 
more  of  the  so-called  soft  skills  to  succeed  in  the 
services  business.  “The  transformation  of  a  tech¬ 
nology  firm  into  a  services  firm  requires  a  differ¬ 
ent  kind  of  client  commitment.  It’s  not  a  product 
sale;  it’s  a  service.  You’ve  got  to  round  off  the 
edges  in  a  technology  company  to  get  them  more 
services-  and  relationship-oriented,”  said  Bob  Tu- 
manic,  Unisys  managing  principal  of  worldwide 
practice  operations.  He  spent  15  years  at  Deloitte 
&  Touche  Consulting  Group  before  moving  to 
Unisys  two  years  ago. 

During  those  two  years,  Tumanic  and  others  in 
the  Unisys  services  business  have  been  institution¬ 
alizing  a  consulting  methodology  that  teaches  how 
to  propose  and  build  engagements  with  clients  and 
how  to  understand  the  life  cycle  of  a  project,  its 
structure  and  their  responsibilities  in  it. 

Life  cycle  and  methodology  have  always  been 
strong  suits  of  the  Big  Six.  But  these  firms  are  find¬ 
ing  it  harder  to  please  technically  oriented  clients. 

Big  Six  firms  were  criticized  by  at  least  two  ana¬ 
lysts  interviewed  for  being  arrogant  and  inflexible. 
Their  poor  planning  often  results  in  budget  and 
time  overruns,  analysts  said.  Andersen  Consulting 
was  fingered  as  having  the  worst  reputation  in  this 
regard.  “The  biggest  complaint  we  get  is  that  [An¬ 
dersen]  brings  in  people  who  don’t  know  what  they 
are  doing  and  are  learning  at  the  customer’s  ex¬ 
pense,”  said  Stan  Lepeak,  a  vice  president  at  Meta 
Group,  Inc.  in  Stamford,  Conn.  Ongoing  Meta  re¬ 
search  summarized  the  dissatisfaction  with  Ander¬ 
sen  in  a  1996  report  originally  entitled,  "Universal¬ 
ly  Hired,  Universally  Hated.” 

Gartner’s  Vargo  has  also  encountered  complaints 
about  Andersen,  which  ranked  15  in  Computer- 
world’s  customer  satisfaction  study. 

Andersen  did  not  respond  by  press  time. 

Yet  the  firm  is  basking  in  the  services  sun.  “An¬ 
dersen  is  growing  at  23%  per  year,”  Digrius  said. 

But  services  disgruntlement  reaches  way  beyond 
Andersen.  IT  shops  across  the  country  lament  the 
IT  skills  shortage  that  hobbles  many  IT  initiatives. 

With  the  market  this  hot,  holding  on  to  skilled 
people  is  as  difficult  for  IT  departments  as  it  is  for 
integrators.  But  no  matter  whether  an  integrator’s 
roots  are  in  hardware  or  consulting  services, 
'  there’s  room  for  everyone,”  Gartner’s  Digrius  said. 


Gerber  is  a  freelance  writer  in  Kingston,  N.Y. 


Turning  Contracts 
into  Partnerships 

By  Susan  Scrupski 

IN  THE  OLD  DAYS,  a  scant  decade  ago,  systems  integrators  would  char¬ 
acterize  their  stake  in  a  large  deal  by  proudly  claiming  they  had  “skin 
in  the  game.”  By  this  they  meant  they  had  made  a  sizable  investment: 
buying  the  customer’s  assets,  transferring  the  customer’s  employees  to 
its  staff,  maybe  transferring  software  licenses  onto  their  books  and  so  on. 
The  transaction  delivered  a  large  “cash  infusion”  to  the  customer  that 

often  totaled  millions  of  dollars.  It  dressed  up  the  customer’s  balance 
sheet  nicely  and  ultimately  relieved  the  company  of  running  its  own 
IT  infrastructure. 

Well,  those  boastful  claims  made  for  good  press,  but  in  the  final  analy¬ 
sis,  what  did  the  outsourcing  vendor  really  risk?  Not  much.  The  con¬ 
tracts  were  signed  for  10  years,  typically  for  a  fixed  price  at  a  decent  mar¬ 
gin.  Further,  vendors  could  count  on  an  abundance  of  profitable  add-on 
work  that  invariably  crept  into  the  long-term  relationship. 

So  where  was  the  "skin  in  the  game”?  It  was  more  like  money  in 
the  bank. 

One  outcome  of  those  painful  growing  years  is  the  emergence  of  a 
new  direction  in  contracting  that  holds  great  advantages  for  vendors  and 
customers.  Referred  to  as  business  benefit  contracting,  or  “gain-sharing,” 
these  new  contracts  are  more  truly  akin  to  partnerships  than  any  other 
form  of  customer/vendor  relationship.  The  central  idea  is  that  the  ven¬ 
dor’s  compensation  is  vested  in  delivering  a  successful  business  result. 

Now  the  only  problem  with  gain-sharing  contracts  is  that  they  are  all 
unique  so  you  can’t  replicate  them  easily.  But  what  you  can  do  is  have  a 
frank  discussion  with  your  vendor  or  choice  of  vendors  and  explain  in 
detail  what  you  need  to  accomplish  in  strategic  terms.  Then  give  the  vendors  plenty  of  time  to  come  up  with  a  variety 
of  alternatives.  Each  recommendation  should  be  tied  to  a  business  metric  that  you  and  the  vendor  establish. 

Coming  up  with  the  yardsticks  to  measure  success  will  vary  wildly  by  company.  Your  best  bet  is  to  isolate  a  busi¬ 
ness  indicator  that  both  you  and  the  vendor  can  agree  is  fairly  easy  to  measure.  If  it’s  a  fairly  routine  procedure, 
make  sure  you  establish  a  baseline  to  gauge  performance  improvements.  If  it’s  a  new  procedure  or  process,  spec¬ 
ify  what  the  expected  results  should  be.  Establish  a  minimum  threshold.  (A  word  to  the  wise:  Establish  a  maxi¬ 
mum  or  cap,  or  your  vendor  could  get  too  rich  too  quick.) 

Gain-sharing  has  been  going  on  for  some  time  in  the  government  market.  But  in  the  commercial  market,  the 
opportunities  to  craft  creative  gain-sharing  contracts  are  limitless.  Claremont  Technology  Group,  a  systems  inte¬ 
grator  in  Beaverton,  Ore.,  is  experimenting  with  gain-sharing  contracts.  One  client,  a  large  telecommunications 
company,  agreed  to  kick  in  a  per- transaction  fee  to  help  fund  a  billing  system  for  a  new  line  of  business.  The  busi¬ 
ness  metric  in  this  case  was  simple.  The  system  itself  is  keeping  score  of  the  gain-sharing  arrangement. 

One  vendor  that  has  become  very  comfortable  with  the  practice  is  Perot  Systems.  The  company  estimates  that 
nearly  one-third  of  its  existing  contracts  have  some  kind  of  risk/reward  element  to  them.  Moreover,  in  its  pipeline 
of  new  business,  the  company  estimates  that  nearly  70%  of  contracts  are  unique  gain-sharing  arrangements. 

In  the  ultimate  “put  your  money  where  your  mouth  is”  scenario,  Perot  Systems  is  being  compensated  in  part  by 
shares  of  Western  Pacific  Airlines’  common  stock.  Several  Perot  Systems  deals  have  a  revenue  growth  or  expand¬ 
ed  market  share  baseline  metric  tied  to  their  compensation.  So  whether  they’re  processing  mortgages,  making  air 
travel  and  auto  reservations  or  consolidating  traders’  desktops,  Perot  Systems’  revenue  is  integrally  linked  to  re¬ 
alization  of  a  predefined  business  goal. 

EDS  is  also  seeking  out  key  business  processes  where  it  can  add  real  value  and  establish  measurable  business 
objectives  to  gauge  improvements  to  those  processes.  One  of  the  flagship  examples  of  EDS’  “cosourcing”  foray  is 
with  Kellwood  Co.,  an  international  apparel  manufacturer  in  St.  Louis.  EDS  is  being  measured  on  and  compen¬ 
sated  for  reduction  in  costs  of  goods  sold,  increased  customer  satisfaction,  improvement  in  margins,  increasing 
time-to-market  performance  and  improved  inventory  management. 

The  fundamentals  to  making  gain-sharing  relationships  work  include  a  high  level  of  industry  expertise  (on  the 
part  of  the  vendor)  to  establish  baseline  business  metrics;  a  sound  business  strategy  (on  the  part  of  the  customer); 
a  fair  compensation  scheme;  flexibility  to  tweak  the  contract  over  time;  clear  and  well-documented  gain-sharing 
criteria;  a  strong  executive  management  team;  and  an  unshakable  trust  in  the  partnering  company. 

There’s  nothing  like  a  profit  motive  to  make  fast  friends  out  of  arms-length  adversaries.  And  customer  satisfaction 
reaches  new  heights  when  you  can  turn  to  your  vendor  at  the  end  of  the  day  and  ask,  “Was  it  good  for  you?" 


Scrupski  is  editor  of  the  “IT  Services  Letter”  and  executive  vice  president  at  management  consulting  firm  Technology  e[ 
Business  Integrators.  She  can  be  reached  at  scrupski@tbicentral.com. 


Peter  Serling 
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Upping  the 


Resellers  move  upstream 
with  a  broader  range  of 
integration  services 


By  Cheryl  Gerber 

The  Top  5  resellers  are  well  on  the 
way  to  being  full-fledged  systems 
integrators.  Interestingly,  they  share 
common  threads:  They  have 
dressed  up  beyond  bare-bones  box 
pushing  to  don  rich  services  offer¬ 
ings  for  their  customers. 

These  companies  tend  to 
provide  services  for  short¬ 
term  projects  that  primarily 
involve  PCs  and  work¬ 
groups,  local-  and  wide-area 
network  integration  and 
legacy  connectivity.  They  don’t  tend  to  offer 
custom  software  for  vertical  markets  or 
business  function  specialties  like  the  large- 
scale  systems  integrators  do. 

No.  i,  MicroAge,  Inc.  in  Tempe,  Ariz., 
has  unveiled  one  service  after  another  this 
year,  with  offerings  more  in  line  with  those 
of  a  bonafide  systems  integrator.  These  in¬ 
clude  help  desk,  asset  management,  busi¬ 
ness  recovery  and  network  services. 

MicroAge  sports  another  characteristic 
common  among  the  Top  5:  It  goes  out  of 
its  way  to  help  customers,  digging  up  out- 
of-stock  equipment  to  help  maintain  the 
Hewlett-Packard  Co.  and  Compaq  Comput¬ 
er  Corp.  environment  at  Merle  Norman  Cosmetics 
in  Los  Angeles.  “Every  time  there’s  a  special  order 
we  need,  like  a  driver  for  an  older  printer,  they  will 
take  extra  steps  to  get  it  for  us,”  said  Marty  Camp- 
man,  network  supervisor  at  Merle  Norman. 

A  successful  reseller  must  have  basic  practices 
down  to  a  science.  “These  Top  5  companies  do  a 
very  good  job  at  the  basics.  They  are  the  ones  who 
are  winning  now,  and  we  think  they  will  win  in  the 
next  five  years,”  said  Joe  Pucciarelli,  research  direc¬ 
tor  of  IT  asset  management  at  Gartner  Group,  Inc. 
in  Stamford,  Conn. 

A  good  grip  on  the  fundamentals  can  also  lead 
to  systems  integration  services. 

For  example,  Money  Store,  Inc.  in  Sacramento, 
Calif.,  chose  AmeriData  Technologies,  Inc.  (now 
part  of  GE  Capital)  for  a  rollout  of  NT  only  because 


the  firm  is  a  Microsoft  Solutions  Provider.  But  that 
basic  Microsoft  Corp.  installation  led  to  providing  a 
corporatewide  solution  streamlining  connectivity  to 
an  AS/400  via  an  SNA  gateway. 

AmeriData  recommended,  installed,  piloted  and 
prototyped  the  SNA  gateway,  said  Becky  Wanta,  in¬ 
formation  technology  vice  president  at  the  Money 
Store.  "Their  VAR  side  is  good  to  have,  but  what  I 
really  need  is  the  services  they  provide,”  she  said. 

Once  its  technical  abilities  are  proven,  a  provider 


rollout  across  600  different  systems  corpora tewide. 
She  said  she  has  used  the  company  more  as  an  in¬ 
tegrator  than  as  a  value-added  reseller  (VAR). 

Cutlip  has  also  remained  loyal  to  USConnect  be¬ 
cause  the  company  treats  its  own  staff  well  and  has 
a  history  of  low  turnover. 

A  stable,  talented  staff  is  important  to  end  users 
because  most  of  them  are  resource-constrained  and 
looking  to  outtask  services,  Pucciarelli  said. 

But  resellers  turned  integrators  must  not  do  too 
much.  They  must  stick  to  what  they  are  good  at. 
AmeriData,  for  example,  developed  strengths  in 
AS/400,  SNA  and  Windows  NT  integration. 

But  specialties  will  shift  in  this  market  of  merg¬ 
ers  and  acquisitions.  “It’s  an  industry  that  will  go 
through  additional  consolidation,”  Pucciarelli  said. 

The  staff  turnover  that  accompanies  consolida¬ 
tions  can  cause  users  to  suffer.  For  example,  Entex 
Information  Services,  Inc.  in  Rye  Brook,  N.Y.,  ac¬ 
quired  two  VARs:  Random  Access,  Inc.  in  Septem¬ 
ber  1995,  which  had  just  acquired  another  VAR 
called  JLV.  “Everything  was  great  until  the  acquisi¬ 
tions.  Then  our  sales  rep  changed  three  times  in 
three  months,  and  everybody  who  was  working  on 
our  project  resigned,”  said  Rick  Tuggle,  vice  presi¬ 
dent  of  IS  at  Union  Bank  and  Trust  in  Denver. 
However,  Entex  was  very  accommodating  in  set¬ 
tling  the  situation,  Tuggle  added. 


Satisfaction  Rankings  of  Resellers/Integrators 


Overall  Satisfaction 

Business  Practice 

Project  Management 

Technical  Performance 

1. 

2. 

3. 
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*  Now  part  of  GE  Capital 

**  19  of  26  USConnect  affiliates  now  owned  by  Ikon  Technology  Services 


Source:  Computerworld 


must  possess  good  people  skills  in  order  to  be  suc¬ 
cessful.  No.  2  Inacom  Corp.  seems  to  do  that. 
“They  are  dedicated  and  attentive,”  said  Russell 
Pearson,  systems  analyst  at  the  Oregon  Department 
of  Justice  in  Salem,  Ore.  Inacom  provided  legacy 
connectivity  between  the  Justice  Department’s 
Banyan  Systems,  Inc.  Vines  clients  and  its  Wang 
Laboratories,  Inc.  SNA  environment. 

USConnect,  Inc.  (19  of  its  26  reseller/integrator 
affiliates  were  recently  acquired  by  Ikon  Technology 
Services),  for  example,  appears  to  be  good  at  re¬ 
sponding  to  customers.  “They  are  very  good  at  get¬ 
ting  back  to  me,  good  at  immediate  feedback.  It’s 
usually  within  48  hours,”  said  Joyce  Cutlip,  infor¬ 
mation  systems  director  at  Wilmer,  Cutler  &  Pick¬ 
ering,  an  international  law  firm  in  Washington. 

Cutlip  used  USConnect/Ikon  for  a  Windows  95 


The  introduction  of  channel  assembly  is  yet  an¬ 
other  addition  of  services.  Some  resellers  now  per¬ 
form  the  final  assembly  of  PCs  in-house  instead  of 
leaving  it  to  the  manufacturer  or  assembling  equip¬ 
ment  at  the  customer  site  and  selling  through  oth¬ 
er  smaller  VARs.  MicroAge  did  $2  billion  worth  of 
business  in  1996  as  a  distributor,  or  aggregator,  to 
resellers.  The  Integration  Group  made  another  $1.4 
billion  in  1996  by  serving  Fortune  1,000  cus¬ 
tomers,  for  which  MicroAge  provides  services  such 
as  asset  management,  help  desk  and  procurement. 

“To  be  successful  as  a  [reseller/integrator]  today, 
you  need  to  be  more  than  just  a  box  company.  You 
need  to  provide  quality  support  services,”  Puccia¬ 
relli  said. 

Gerber  is  a  freelance  writer  in  Kingston,  N.Y. 
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No  longer  a  quick  fix  for 
companies  under  duress, 
outsourcing  is  being 


embraced  by  healthy 
outfits,  making  for 
bigger  and  bigger  deals 


IKE  A  SOCIETY  MATRON  who  appears  at  the  grand  opera  in 


last  year’s  gown,  companies  outsourcing  their  informa¬ 


tion  systems  in  the  late  ’80s  or  early  ’90s  were  thought 


to  be  in  some  degree  of  financial  distress.  It  might  be  a 


bank,  such  as  Continental  Bank  of  Chicago,  that  was  in 


immediate  need  of  a  few  hundred  million  dollars  in  ex¬ 


tra  cash.  Often,  it  was  a  recession-tom  manufacturer 


that  saw  in  outsourcing  one  of  the  less  painful, 
more  acceptable  ways  of  lightening  its  payroll. 

Before  long,  outsourcing  had  become  a  big  stick 
to  wield  quietly  in  the  executive  suite:  Bosses  mere¬ 
ly  had  to  whisper  the  name  “EDS,”  the  joke  went, 
and  their  information  technology  managers  would 
snap  into  humble  obedience. 

And  if  big  outsourcing  deals  were  mainly  for  in¬ 
valid  companies,  it  seemed  logical  that  the  number 
and  size  of  such  deals  would  diminish  over  time. 
After  all,  there  were  only  so  many  troubled  compa¬ 
nies  that  could  benefit  from  selling  off  their  main¬ 
frame  data  centers  in  such  transactions.  And  as  the 
recession  abated  and  profits  returned,  there’d  be 
even  less  incentive  to  farm  out  entire  computing 
departments.  Computing,  after  all,  was  “strategic,” 
the  supposed  key  to  virtually  every  company’s  fu¬ 
ture,  and  what  CEO  in  his  right  mind  was  going  to 
hand  over  something  that  important  to  an  outsider? 
No,  common  wisdom  held,  giant  outsourcing  deals 
were  like  the  dinosaurs,  doomed  by  inexorable 
shifts  in  the  overall  business  environment. 

Guess  what?  Not  only  have  these  dinosaurs  sur¬ 
vived,  but  they’re  also  thriving  —  and  with  no  help 
from  Michael  Crichton  or  Steven  Spielberg. 

So-called  “megadeal”  outsourcing  contracts, 
which  can  include  anything  from  applications  de¬ 
velopment  to  data  center  and  network  manage¬ 
ment,  are  not  only  growing  in  number  but  also  get¬ 
ting  more  mega  by  the  minute.  Dollar  values  seem 
to  increase  every  time  a  supplier  and  client  shake 
hands  over  a  new  pact.  And  the  companies  signing 
these  deals  are  rarely  in  trouble,  financially  or  oth¬ 
erwise.  No,  the  outsourcing  business  is  climbing  to 
a  new  level  of  maturity  and  sophistication,  and 
that’s  having  major  implications  for  systems  inte¬ 
grators  and  clients  alike. 

“The  boom  is  broadening,”  said  Stephen  Mc¬ 


Clellan,  a  computer  industry  an¬ 
alyst  at  Merrill  Lynch  &  Co. 

“Every  CEO  is  paying  attention 
now  because  there’s  a  parade  of 
bigger  and  bigger  [corporate] 
names  involved.” 

Bigger,  indeed,  and  they’re  do¬ 
ing  more  innovative  deals: 

■  Swiss  Bank  Corp.  signs  up  Per¬ 
ot  Systems  Corp.  for  $250  mil¬ 
lion  a  year  to  run  major  parts  of 
its  worldwide  IT  operations  for 
at  least  10  years.  To  solidify  the  relationship,  Swiss 
Bank  takes  a  stake  in  Perot,  not  to  exceed  24%  of 
the  privately  held  services  company  over  time. 

■  Chemical  giant  DuPont  Co.  contracts  with  An¬ 
dersen  Consulting  and  Computer  Sciences  Corp. 
(CSC)  at  $4  billion-plus  for  10  years  of  services.  It 
plans  to  measure  their  success  in  terms  of  im¬ 
proved  value  for  DuPont  shareholders. 

■  J.  P.  Morgan  &  Co.  agrees  to  pay  a  hand-picked 
quartet  of  outsourcers  —  Andersen,  CSC,  AT&T 
and  Bell  Atlantic  Corp.  —  as  much  as  $2  billion  to 
run  its  computers,  manage  its  networks  and  build 
new  applications  over  the  next  seven  years. 

■  Ryder  System,  Inc.  gets  Andersen  and  IBM  to 
split  a  $1.4  billion  contract  to  help  it  with  comput¬ 
ing  over  the  next  10  years.  They’ll  share  their  ex¬ 
pertise  in  designing  new  systems  for  logistics. 

Not  that  large-scale  outsourcing  is  suddenly 
100%  risk-free,  especially  as  more  deals  aim  to  cre¬ 
ate  new  products  and  services  from  which  partners 
are  to  jointly  profit.  A  key  ingredient  in  every  con¬ 
tract  remains  the  escape  clause,  which  has  allowed 
firms  such  as  Mutual  of  New  York  (MONY)  and 
Delta  Air  Lines  to  back  out  and  bring  IT  in-house. 

What’s  driving  all  this  mega  activity?  Clearly, 
clients’  goals  for  these  recent  supercontracts  are 


radically  different  from  those  signed  in  the  late  ’80s 
and  early  ’90s.  Back  then,  clients  were  generally 
trying  to  extricate  themselves  from  some  kind  of 
immediate  trouble:  a  lack  of  cash  or  excessive  oper¬ 
ating  costs,  most  often.  Today,  they’re  more  likely 
to  be  avoiding  trouble  far  down  the  road  —  to  pre¬ 
pare  for  the  future  instead  of  fixing  past  mistakes. 

“When  technology  was  concentrated  in  the  back 
office,  cost  savings  were  paramount”  for  clients, 
said  H.  Ronald  Nash,  vice  president  in  charge  of 
outsourcing  at  Perot  Systems  in  Dallas.  “Now  tech¬ 
nology’s  moving  into  the  front  office  to  help  with 
marketing  and  customer  service.  It’s  an  offensive 
weapon.  If  I  reach  more  customers,  who  cares  if  I 
spend  more  on  technology,  not  less?  And  so  the  lid 
comes  off  the  number  of  deals  you  can  do.” 

No  doubt,  cost  savings  remain  a  big  part  of  out¬ 
sourcing’s  allure.  Ryder,  for  instance,  expects  to 
save  about  $160  million  in  IT  costs  over  the  course 
of  its  planned  10-year  relationship  with  IBM  and 
Andersen.  DuPont  is  counting  on  reducing  its 
spending  on  IS  by  as  much  as  10%  through  its 
10-year  partnership  with  Andersen  and  CSC.  Hard¬ 
ly  small  change,  particularly  at  a  company  that  has 
slashed  its  computing  budget  by  40%  during  the 
past  three  years,  to  $690  million  a  year.  Now  the 
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plan  is  for  CSC  to  take  over  13  data  centers  and  hire 
2,600  of  DuPont’s  4,200  data  processing  employ¬ 
ees  while  Andersen  hires  another  500. 

But  now,  more  pressing  than  simply  improving 
the  balance  sheet  and  fixing  mainframe-related 
costs  are  more  purely  technological  and  business 
issues.  Corporations  are  recognizing  that  digital 
technologies  are  mutating  and  evolving  too  fast  and 
in  too  many  directions  at  once  for  their  own  tech¬ 
nical  staffs  to  ever  keep  up. 

Technical  expertise  and  seasoned  experience  are 
scarce,  especially  in  fields  such  as  large-scale 
TCP/IP  networking,  object-oriented  programming, 
data  warehouse  design  and  electronic  commerce. 
Hiring  good  talent  full  time  is  usually  out  of  the 
question.  Ditto  for  training  current  employees,  who 
are  likely  to  leave  and  sell  their  new  skills  on  the 
open  market  for  as  high  a  price  as  possible. 

“Folks  are  having  a  difficult  time  attracting  qual¬ 
ity  IT  talent.  Why  not  let  someone  else  keep  up 
with  technology?”  asked  Ronald  L.  Lacy,  vice  presi¬ 
dent  of  finance  at  Technology  Partners,  Inc.,  a 
Houston-based  consulting  firm  that  helps  clients 
negotiate  outsourcing  contracts.  In  theory,  Lacy 
said,  outsourcers  can  better  afford  to  stay  abreast  of 
technical  trends  because  they  can  amortize  costly 


skills  across  many  different 
projects. 

Past  megadeals  generally 
saw  clients  hand  over  to  out¬ 
sourcers  the  core  set  of 
computing  activities.  But  in 
1994,  Xerox  Corp.  started 
what  has  become  an  in¬ 
creasingly  popular  trend. 
It  signed  a  $3.2  billion 
contract  under  which 
Electronic  Data  Sys¬ 
tems  Corp.  would, 
yes,  take  over  its 
global  mainframe- 
related  operations 
for  10  years.  But  that 
was  partly  a  way  to  let  a 
remaining  Xerox  IT  staff 
of  700  work  on  moving  the 
copier  giant  swiftly  into  the 
kind  of  flexible  network  comput¬ 
ing  it  would  need  to  compete  effec¬ 
tively  over  the  long  term.  Key  to  this 
was  a  thorough  re-engineering  of  Xerox’s 
software  development  processes,  based  on 
an  object-based  architecture  that  will  rationalize  and 
improve  software  activities  around  the  world. 

“Xerox  wants  to  create  the  IT  organization  of  the 
future,”  said  Jagdish  R.  Dalai,  then  Xerox’s  vice 
president  of  information  management  and  now  a 
partner  at  Price  Waterhouse  Consulting. 

DuPont  started  down  a  somewhat  different  route 
late  last  year,  building  what  its  executives  insist  is 
more  a  “partnership”  than  a  traditional  outsourcing 
setup.  Either  way,  it’s  one  of  the  most  innovative 
and  complex  megadeals  yet,  industry  observers  say. 
CSC  and  Andersen  will  develop  the  usual  new 
financial  and  industry-specific  applications  for 
DuPont’s  use,  largely  centered  around  SAP  AG’s 
popular  R/3  software  package.  But  all  three  compa¬ 
nies  will  also  depend  on  and  work  closely  with  one 
another  in  ways  not  seen  before. 

DuPont,  for  instance,  is  holding  on  to  1,100  of 
its  4,200  IT  workers  just  to  manage  the  contracts 
and  joint  projects  it  undertakes  with  the  others.  All 
three,  meanwhile,  will  work  on  products  and  ser¬ 
vices  that  may  be  sold  elsewhere  in  the  chemical 
and  energy  industries  —  at  first,  to  DuPont’s  own 
subsidiaries  in  other  countries.  DuPont’s  overarch¬ 
ing  goal,  its  executives  state,  is  to  make  sure  that 
all  three  will  share  both  risks  and  profits. 


Such  mutually  beneficial  setups  are  catching  on 
widely  among  the  megadealers.  CSC  is  working 
with  CNA  Insurance,  a  major  outsourcing  client,  to 
create  a  new  business  entity  that  will  sell  business 
process  consulting  services  to  other  insurance 
firms.  Bell  Canada  plans  to  work  in  similar  fashion 
in  the  telecommunications  industry  with  IBM 
Canada’s  ISM  outsourcing  unit.  And  as  part  of  its 
deal  with  Swiss  Bank,  Perot  Systems  plans  to  even¬ 
tually  create  applications  that  could  be  sold  to  other 
financial  institutions. 

EMPHASIS  ON  VALUE 

Perhaps  the  biggest  news  in  IT  outsourcing  today, 
though,  is  the  idea  of  “value  pricing”  —  “a  tidal 
wave  of  a  trend,”  Perot  Systems’  Nash  called  it.  He 
estimated  that  two-thirds  of  the  companies  negoti¬ 
ating  large  IT  outsourcing  deals  right  now  are  seek¬ 
ing  to  have  their  contractor’s  compensation  tied  ex¬ 
plicitly  to  the  amount  of  value  that  company 
actually  delivers  (see  column  page  S8).  The  value 
may  be  measured  in  terms  of  how  well  a  certain 
business  process  improves,  for  instance,  or  how 
much  extra  revenue  or  profit  the  jointly  developed 
products  or  services  generate.  In  DuPont’s  case, 
fees  are  proportional  to  measurable  improvements 
in  shareholder  value. 

Coming  up  with  a  formula  for  computing  that 
value  “gets  ticklish,”  Nash  said.  It’s  not  always  clear 
how  much  influence  each  side  has  on  something 
as  squishy  as  “customer  service.”  Increasingly, 
though,  hammering  out  “service-level  agreements” 
is  a  major  point  of  discussion  at  negotiating  tables. 

All  of  this  shows  that  “end  users  are  getting 
smarter,”  said  Suzanne  Kurad,  project  leader  at  G2 
Research,  Inc.  in  Mountain  View,  Calif.  They  want 
outsourcing  to  improve  entire  functions  of  their 
businesses  (see  story  page  S13),  not  simply  take  cost 
out  of  data  centers  or  have  better  maintenance  for 
their  PCs  and  communications  networks.  And  that 
means  setting  up  more  sophisticated  outsourcing 
arrangements,  which  increasingly  involve  not  one 
but  several  major  “best  of  breed”  contractors.  Each 
is  selected  for  its  expertise  in  a  particular  technical 
or  business-related  field. 

Pioneering  this  trend  has  been  J.  P.  Morgan,  the 
white-shoe  investment  bank.  Although  it  has  long 
been  viewed  by  rivals  as  one  of  Wall  Street’s  most 
aggressive  users  of  digital  computing,  Morgan  sur¬ 
prised  many  of  them  a  year  ago  when  it  reached 
out  to  a  hand-picked  team  for  a  broad  menu  of  ser- 
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The  Big  Get  Bigger 

Billion-dollar  outsourcing  deals  are  becoming  more  and  more  the  norm 
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vices:  CSC,  Andersen,  AT&T  and  Bell  At¬ 
lantic.  Their  respective  missions:  run  the 
bank’s  legacy  systems,  build  new  applica¬ 
tions,  manage  its  far-flung  communica¬ 
tions  network  and  maintain  its  distributed 
systems. 

Although  the  latter  three  companies  are 
legally  subcontractors  to  CSC,  the  seven- 
year  deal  is  structured  in  a  way  that  re¬ 
wards  all  four  members  of  this  so-called 
Pinnacle  Alliance  for  cooperating  with  one 
another  in  Morgan’s  best  interests. 

Morgan  recently  said  the  outsourcing 
arrangement  is  hitting  its  15%  annual  cost 
savings  target,  though  the  four  partners 
have  a  ways  to  go  to  keep  up  with  the  rate 
of  change  on  Wall  Street  [CW,  June  30]. 

Demand  for  this  kind  of  specialized 
package  of  services  presents  a  major  chal¬ 
lenge  to  suppliers.  Suddenly,  strict  IT-only 
services  —  running  data  centers  and  net¬ 
works,  for  instance  —  seem  destined  to 
devolve  into  price-sensitive,  low-profit 
commodities.  The  bigger  profits,  suppliers 
realize,  will  be  in  high-concept  services 
such  as  redesigning  business  processes 
(especially  for  companies  in  specific  in¬ 
dustries)  and  building  the  new  software 
needed  to  support  those  processes. 

“EDS  and  CSC  want  to  secure  them¬ 
selves  a  pretty  good  cushion,”  said  William 
Martorelli,  vice  president  at  Giga  Informa¬ 
tion  Group.  “It’s  troubling  them  that  An¬ 
dersen  Consulting,  for  instance,  is  getting 
hired  for  so  much  high-impact,  high-mar¬ 
gin  process  design  work.  The  big  question 
for  these  companies  is,  who’s  going  to 
take  the  high  ground?” 

So  these  suppliers  are  scrambling  to 
boost  their  internal  expertise  and  line  up 


1994 


eds:  Xerox,  $3.2B 
esc:  British  Aerospace,  $1.5B 
eds:  Lufthansa,  $833M 
ibm:  Air  Canada,  $583M 
ibm:  AmTrack,  S509M 
ibm:  Philadelphia  Electric,  S450M 
esc:  Scott  Paper,  $300M 
Total:  $7.38B 


*CSC  is  lead  member  of  outsourcing  team 

Source:  Merrill  Lynch  &  Co. 

strategic  partners:  EDS  in  1995  acquired 
A.  T.  Kearney,  a  well-established  manage¬ 
ment  consulting  firm  whose  business  is 
now  growing  by  some  40%  a  year.  IBM 
has  been  building  its  own  management 
consulting  practice  since  the  early  ’90s. 
CSC  has  owned  consulting  firm  Index 
Systems  since  the  mid-1980s,  and  last 
year  it  bought  Continuum,  a  specialist  in 
software  for  insurance  companies.  It  has 
also  aligned  itself  with  CNA. 

And  yet,  for  all  the  evidence  of  bigger 
and  strikingly  new  types  of  megadeals, 


1995 


eds:  Dutch  Nat'l  Railroad,  $1.8B 
esc:  Hughes  Aircraft,  SUB 
eds:  UK  Soc.  Sec.  Agency,  $1B 
eds:  Rolls-Royce  Aerospace,  $1B 
eds:  BTI  Americas,  $900M 
esc:  Lucas  Industries,  $750M 
esc:  Anglian  Water  UK,  S300M 
Total:  $7.05  B 


how  successful  they’ll  be  is  still  a  matter 
of  some  dispute.  Some  have  already  gone 
sour,  quite  publicly:  Last  May,  CSC  lost  a 
seven-year,  $2x0  million  outsourcing  deal 
signed  in  1994  with  life  insurer  MONY. 
The  two  firms  had  originally  planned  to 
jointly  supply  services  to  other  insurers, 
but  MONY  perceived  the  Continuum  ac¬ 
quisition  as  a  conflict.  And  sources  close 
to  the  two  companies  say  CSC  failed  to  de¬ 
liver  significant  chunks  of  software  it  had 
promised.  MONY  has  decided  to  back  250 
staffers  from  CSC,  add  30  new  employees 


1996 


ibm:  Lucent  Technologies,  S6.2B 
esc:  DuPont,  $4B 
ibm:  Ameritech,  $4B 
esc:  CNA,  $2B 
esc:  J.  P.  Morgan,  $2B* 
eds:  GM  Plant  Floor,  $1B 
ibm:  Metra  Healthcare  CA,  $540M 
ibm:  Washington  Mutual,  $533M 
eds:  La  Caixa,  $500M 
ibm:  Pacific  Bell,  $400M 
esc:  ING  Financial  Svcs.,  $250M 
Total:  S21.4B 

and  go  back  to  building  its  own  systems. 

For  clients,  success  depends  first  on  ne¬ 
gotiating  the  right  deal  and  then  on  effec¬ 
tively  managing  the  outsourcing  relation¬ 
ship.  Dean  E.  Davison,  senior  research 
analyst  at  Meta  Group,  Inc.,  said  outsourc¬ 
ing  “vendors  don’t  have  any  magic  fairy 
dust.”  So  as  outsourcing  deals  get  bigger, 
more  complex  and  more  ambitious, 
clients  just  have  to  pay  more  attention  to 
what  they’re  getting  for  their  money. 

Verity  is  a  freelance  writer  in  New  York. 


MORE  THAN  A  KODAK  MOMENT 


HI  n  1989,  Eastman  Kodak  Co.  signed  what’s  now 
I  -  considered  to  be  the  first  megadeal  ever  —  a  sem- 
inal  event  in  IT  outsourcing’s  brief  but 
HI  pyrotechnic  history.  Kodak  not  only  outsourced 
everything  from  mainframe  operations  to  telecom  net¬ 
works  and  desktop  computing  but  it  also  chose  three 
different  companies  to  help  out,  not  the  usual  single 
outsourcer.  Soon,  a  flood  of  other  firms 
were  inspired  to  sign  similarly  large  and 
comprehensive  outsourcing  contracts, 
causing  observers  such  as  Mary  C.  Lac- 
ity,  assistant  professor  of  MIS  at  the 
University  of  Missouri  in  St.  Louis  and 
author  of  several  books  about  IT  out¬ 
sourcing,  to  identify  “the  Kodak  effect.” 

But  was  that  original  megadeal  it¬ 
self  a  success?  Evidently,  the  answer  is  yes.  A 
great  deal  has  changed  since  Kodak  signed  the  deal 
—  in  the  computer  business,  at  Kodak  and  in  its  spe¬ 
cific  outsourcing  arrangements.  “A  horse  or  two  got 
changed,  but  the  race  is  still  on,”  said  George  A.  Lo- 
gemann,  formerly  at  Kodak  and  now  director  of  out¬ 
sourcing  consulting  at  The  Yankee  Group.  “It  still 
makes  sense  to  do  deals  like  this.” 

Kodak  declined  to  make  executives  available  for 
comment.  “Our  experience  has  shown  that  the  out¬ 
sourcing  decision  was  very  successful  and  in  the  ways 


that  we  were  looking  for  —  namely,  in  pushing  the 
state  of  the  art  and  reducing  our  cost  base,”  a 
spokesman  said. 

Outsiders,  though,  are  more  talkative.  Kodak,  they 
point  out,  seems  to  have  overcome  internal  and  exter¬ 
nal  events  that  might  have  changed  less  committed 
executives’  minds  about  IT  outsourcing  altogeth¬ 
er.  For  instance,  Kodak  chose  IBM  to 
handle  mainframe  computing,  Digi¬ 
tal  Equipment  Corp.  to  run  Kodak’s 
phone  and  data  networks  and  Busi- 
nessland  to  tend  to  desktop  comput¬ 
ers.  Eventually,  Digital  proved  inade¬ 
quate  for  the  job,  and  Kodak  turned 
over  its  networking  to  an  al¬ 
liance  between  Northern 
Telecom  and  IBM.  Similarly,  a  se¬ 
ries  of  sales  and  acquisitions  eventually  transformed 
Businessland  into  Entex  Information  Systems. 

Another  potential  problem:  Kodak’s  outsourcing 
contract  was  amazingly  concise  at  just  12  pages  plus 
some  appendices. 

That  contract’s  compactness,  though,  may  have 
fooled  some  other  companies  into  ignoring  the  impor¬ 
tance  of  writing  a  complete  contract.  Lacity,  among 
others,  said  she  believes  Kodak  benefited  a  good  deal 
from  IBM’s  newly  formed  ISSC  outsourcing  arm  want¬ 


ing  to  impress  other  potential  customers  by  ensuring 
its  work  with  Kodak  was  a  success. 

“Other  companies  [following  Kodak’s  lead]  ran  into 
big  problems,”  although  not  necessarily  with  ISSC, 
Lacity  said.  “Service  levels  weren’t  defined.  And  often 
there  was  no  shared  risk  and  reward.  This  was  not 
something  that  could  be  replicated.” 

“Customers  like  to  use  the  rhetoric  of  ‘partnering,’ 
but  few  of  them  really  achieve  that,”  she  said.  What’s 
especially  important  is  that  both  companies  bring  a 
certain  strength  of  their  own  to  the  partnership. 

Kodak’s  strength  in  1988  may  have  been  simply  a 
dire  need  to  get  its  own  house  in  order.  The  Rochester, 
N.Y.,  company  had  largely  neglected  its  core  photo 
business,  which  had  come  under  siege  from  japan’s 
Fuji  Corp.,  and  its  overly  ambitious  diversification 
strategy  had  run  aground.  As  a  result,  Kodak  was 
bleeding  red  ink.  Yet  even  as  corporate  profits  were 
falling,  Kodak’s  IT  budget  was  still  rising  and  “com¬ 
pletely  out  of  whack,”  said  Stanley  j.  Goldman,  presi¬ 
dent  and  CEO  of  Technology  &  Business  Integrators,  a 
consulting  firm  in  Woodcliff  Lake,  N.J.  And  in  that  re¬ 
gard,  Kodak  was  hardly  alone. 

Indeed,  looking  back  on  corporate  America’s  finan¬ 
cial  suffering  in  the  late  ’80s,  it  appears  as  if  the  rush 
to  mega  outsourcing  deals  was  inevitable.  Goldman 
said,  “A  Kodak  had  to  happen.” 
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Apply 


By  Thomas  Hoffman 


What  began  quietly  as  an 
innocent  foray  into  pay¬ 
roll  processing  when 
President  Truman  was  in 
office  is  today  a  raging 
multibillion-dollar  busi¬ 
ness  that  spans  multiple 
organizational  functions. 

It’s  called  busi¬ 
ness  process  outsourcing 
(BPO),  and  it  dates  back 
to  1949  when  Automated 
Data  Processing,  Inc.  in 
Roseland,  N.J.,  began  processing  paychecks  for 
outside  companies.  The  re-engineering  craze  of 
the  early  1990s  breathed  life  into  BPO  by  advo¬ 
cating  that  companies  shed  creaky  old  business 
models,  including  non-mission-critical  operations, 
so  they  could  focus  on  core  competencies. 

That  was  true  at  British  Petroleum  PLC, 
which  began  outsourcing  its  UK  accounting 
functions  to  Andersen  Consulting  LLP  in  1991 


to  manage  costs  more  effectively,  said  Alan 
Eilles,  vice  president  of  business  development 
at  BP  Exploration  in  Houston. 

The  move  has  helped  BP  slash  its  UK-based 
accounting  costs  35%  to  40%,  with  projections 
of  knocking  down  its  U.S.  accounting  overhead 
some  25%  to  30%  within  the  next  three  years, 
said  Eilles,  who  manages  a  10-year,  $120  million 
outsourcing  arrangement  between  Andersen 
and  five  BP  business  units  in  the  U.S. 

BP’s  savings  were  achieved  and  are  in  line 
with  expectations,  in  large  part  because  Ander¬ 
sen  has  more  know-how  than  BP  about  operat¬ 
ing  accounting  systems  more  cheaply  and  effi¬ 
ciently,  Eilles  said.  As  a  systems  integrator  and 
accounting  expert,  Andersen  has  a  better  handle 
on  the  technologies  that  can  be  used  to  drive 
costs  out  of  the  accounting  process,  Eilles  added. 

Vendors  such  as  Andersen,  he  said,  “can  deliv¬ 
er  a  better  service  to  us  at  a  lower  price”  because 
they  have  more  accounting  expertise  and  a  more 
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More  and  more 
firms  are  tapping 
integrators  to  run 
computationally 
intensive  business 
functions 


or  many  companies,  the  decision  whether  to  outsource  a  dose-vested  busi¬ 
ness  function  such  as  customer  service  is  a  toughie. 

For  DirecTV,  Inc.,  it  was  a  no-brainer. 

When  Hughes  Electronics  formed  the  direct  satellite  system  unit  in  1991, 
the  group  consisted  of  “only  four  or  five  people,  and  we  realized  that  we  couldn’t 
meet  our  launch  time  frame  [of  June  1994]  without  help,"  said  Larry  Driscoll,  senior 
vice  president  of  customer  service  at  DirecTV  in  El  Segundo,  Calif. 

So  DirecTV  began  searching  for  a  vendor  to  handle  customer  service.  It  contacted 
the  Top  10  telemarketing  and  customer  service  players  in  the  U.S.,  as  rated  by  Tele¬ 
marketing  Magazine.  DirecTV  wanted  a  “dedicated”  operation  for  its  service,  Driscoll 
said.  “We  didn’t  want  a  customer  service  representative  who  would  take  an  order  for 
a  Cinsu  knife  and  then  field  a  call  for  one  of  our  customers,”  he  explained. 

To  narrow  its  search,  DirecTV  also  put  together  a  wish  list  of  more  than  100  cri¬ 
teria  it  wanted  the  ideal  vendor  to  meet,  including  number  of  technical  people  who 
supported  it,  whether  it  had  multiple  utilities  to  serve  it  out  of  a  power  grid  during  a 
blackout  and  how  well  its  people  got  along  with  the  vendor’s  senior  management. 

DirecTV  set  up  site  visits  with  potential  vendors  and  eventually  chose  Matrixx,  a 
customer  service  outsourcing  vendor  and  a  subsidiary  of  Cincinnati  Bell,  Inc.  The 
value  of  the  deal:  $150  million  annually,  including  people,  technology,  call  centers 
and  telecom  costs,  analysts  said.  “We  didn’t  know  what  the  direct  TV  business 
would  be  like  since  we  hadn’t  done  it  before,  and  we  knew  we’d  have  to  make  a  lot 
of  changes”  on  the  fly  with  a  partner  willing  to  be  accommodating,  Driscoll  said. 

Turns  out  DirecTV  made  even  more  changes  during  its  start-up  days  than  it  had 
anticipated.  Because  the  Direct  Satellite  Service  (DSS)  market  was  new,  40%  of  the 
call  volume  in  the  first  four  months  was  so-called  prospect  calls,  where  customers 
called  for  technical  information  about  how  the  service  worked. 

Matrixx  recommended  that  DirecTV  create  an  adjunct  technical  service  center  in 
its  Salt  Lake  City  center  to  field  all  technical  calls.  The  center  went  live  within  a  cou¬ 
ple  months  of  DirecTV’s  launch,  “and  it  worked  out  extremely  well,”  Driscoll  said. 


CE  WITH  A  SMILE 

DirecTV  also  didn’t  expect  demand  for  its  service  to  follow  what  Driscoll  described 
as  the  “buying  patterns  for  a  consumer  hardware  product"  such  as  a  VCR,  where  de¬ 
mand  undergoes  seasonal  spikes.  Demand  for  DSS  typically  peaks  during  the  holi¬ 
days,  drops  off  after  the  new  year,  picks  up  again  in  the  early  summer  and  then 
spikes  upward  when  the  NFL  season  is  about  to  go  full  tilt,  he  added. 

After  launching  its  satellite  service  with  a  25-person  customer  service  staff,  Di¬ 
recTV  added  too  reps  a  week  during  the  1994  holiday  season  to  meet  customer  de¬ 
mand,  Driscoll  said.  DirecTV  and  Matrixx  have  since  added  a  customer  service  cen¬ 
ter  in  Cincinnati  and  plan  to  open  a  third  in  Oklahoma  City  by  the  end  of  this  month. 
Matrixx  now  has  2,300  dedicated  customer  service  reps  in  place  to  support  DirecTV. 

To  support  DirecTV,  Matrixx  developed  an  in-house,  three-tier  client/server  cus¬ 
tomer  service  system  called  Alta.  DOS-based  clients  use  a  remote  messaging  system 
to  communicate  with  server  processes  on  a  Tandem  Computers,  Inc.  host,  which 
provides  database  access  and  business  services  to  the  client.  This  system  includes 
call  history  recording  and  a  scripting  engine  that  lets  DirecTV  customize  telemarket¬ 
ing  scripts.  Alta  runs  in  four  call  centers,  each  accessing  the  host  over  a  wide-area 
network  via  TCP/IP  or  NetBIOS.  Each  center’s  Northern  Telecom,  Inc.  Meridian  1 
phone  switch  is  connected  to  the  Tandem  host  to  provide  screen  “pops”  with  cus¬ 
tomer  data  when  customers  are  connected. 

By  outsourcing  customer  service,  DirecTV  avoided  the  up-front  investments  in 
capital  expenses  and  facilities.  Driscoll  said  DirecTV  would  not  likely  bring  customer 
service  in-house  —  it  would  have  to  quadruple  human  resources  just  to  serve  its 
customer  service  group.  That  maps  with  the  kinds  of  overhead  cost  savings  other 
BPO  customers  have  achieved.  Labor  typically  comprises  two-thirds  of  call  center 
costs,  and  companies  that  outsource  this  function  often  slash  their  costs  io%  to 
30%,  said  Christian  Meyers,  an  analyst  at  C2  Research,  Inc.  in  Mountain  View,  Calif. 

“If  I  looked  at  the  absolute  numbers,  we  might  save  a  little  bit  of  money  if  we  did 
[customer  service]  internally,”  Driscoll  said.  “But  we  feel  the  level  of  service  they  pro¬ 
vide  is  worth  what  ends  up  being  a  reasonable  profit  margin  for  Matrixx.” 
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2.  Call  gets  routed  to  next  available  DirecTV  customer  service  rep  (CSR) 
via  intelligent  routing  software  among  three  customer  service  centers. 


3.  CSR  fields  call, 


1.  TV  viewer  sees 
television  ad  for  DirecTV, 
calls  800  number  with 
questions  about  service. 


answers  questions  on 
costs,  availability. 


4.  CSR  transfers  call  to 
DirecTV  tech  rep  to  answer 
technical  questions  on  how 
DirecTV  works.  Customer 
information  is  transferred 
from  CSR  screen  to  tech 
rep  screen. 


5.  Customer  is  transferred  back  to  CSR 
to  place  order  for  DirecTV  service. 

How  Outsourced 
Customer  Service 
Works 
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Continued  from  page  S13 

critical  mass  of  people  and  systems  than  BP. 

Perhaps  that  helps  explain  why  the  BPO  mar¬ 
ket  is  expected  to  nearly  double  from  a  $168  bil¬ 
lion  industry  today  to  $330  billion  by  the  year 
2001,  according  to  Gz  Research,  Inc.  in  Moun¬ 
tain  View,  Calif. 

The  market  is  ripe  for  the  types  of  mundane, 
transaction-oriented  tasks  that  organizations  can 
off-load  to  integrators  with  more  expertise  and 
critical  mass  in  fields  such  as  payroll.  There’s  an 
even  stronger  business  case  for  start-up  compa¬ 
nies  that  lack  an  infrastructure  to  support  func¬ 
tions  such  as  core  financials  (accounts  payable, 
receivables,  payroll,  etc.)  and  that  are  looking  to 
reduce  their  time  to  market,  as  DirecTV,  Inc.  did 
when  it  handed  off  customer  service  to  Matrixx 
Marketing,  Inc.  in  Cincinnati  to  support  the 
1994  launch  of  its  nationwide  direct  satellite  TV 


services  (see  story  page  S13  and  diagram  above). 

But  with  so  many  companies  and  industries 
focused  on  being  “customer-centric,"  certain 
companies  such  as  specialty  retailers  are  un¬ 
likely  to  hand  over  customer  service  support  to 
a  third  party,  especially  if  that  vendor  fields  calls 
and  gathers  data  for  that  retailer’s  competitors. 

Computer  Sciences  Corp.’s  (CSC)  insurance  in¬ 
dustry  customers  have  “heavy”  contractual  pro¬ 
tection  against  competitive  information  outflow 
through  legal  representations  and  warranties  that 
CSC  is  bound  to,  said  Jackie  Van  Erp,  vice  presi¬ 
dent  of  integrated  business  services  for  CSC  in 
Austin,  Texas.  CSC  manages  2  million  life  insur¬ 
ance  policies  for  20  insurers,  including  1  million 
policies  for  CNA  Financial  Cos.  in  Chicago. 

Of  course,  the  decision  whether  to  outsource 
customer  service  varies  from  company  to  com¬ 
pany.  Some  organizations  see  this  type  of  out¬ 


sourcing  as  an  opportunity  to  take  advantage  of 
a  specialist’s  state-of-the-art  call  center,  said 
Keiron  Lynch,  a  vice  president  at  Mellon  Bank 
who’s  responsible  for  the  Pittsburgh-based 
bank’s  recent  (May  ’97)  foray  into  global  cash 
management  services  with  MCI  Systemhouse. 

Other  companies  that  have  spent  thousands 
of  dollars  and  years  of  training  on  customer  ser¬ 
vice  representatives  would  be  a  lot  more  reluc¬ 
tant  to  suddenly  turn  that  function  over  to  an¬ 
other  company,  Lynch  said. 

One  thing  that’s  becoming  increasingly  evi¬ 
dent  is  that  BPO  isn’t  a  cut-and-dried  decision. 
Some  vendors  will  have  you  believe  that  any¬ 
thing  and  everything  is  up  for  grabs,  while  oth¬ 
ers  admit  that  it  makes  sense  for  customers  to 
retain  strategic  functions  in-house. 

For  example,  even  though  brokerages  have  his¬ 
torically  been  tight-fisted  about  even  commodity- 
type  functions,  such  as  securities  clearance, 
“everything  is  [now]  fair  game"  for  outsourcing, 
as  brokerages  look  to  lower  their  costs  in  an  in¬ 
dustry  that’s  undergoing  rapid  disintermediation, 
said  Stephen  G.  Racioppo,  regional  managing 
partner  for  financial  services  at  Andersen  Con¬ 
sulting’s  Northeast  practice  in  New  York. 

But  even  BP  would  be  unwilling  to  outsource 
tax  management  —  widely  viewed  as  a  com¬ 
modity  function  by  those  companies  that  out¬ 
source  that  function  to  Big  Six  accounting  firms 
—  because  BP’s  staff  has  developed  expertise  in 
local  geographies  and  tax  codes,  said  John 
Cross,  general  manager  of  information  technol¬ 
ogy  at  BP  in  FFertfordshire,  UK. 

GROWING  CAN  BE  HARD  TO  DO 

BPO  pioneers  are  experiencing  many  of  the 
same  kinds  of  growing  pains  that  their  infor¬ 
mation  technology  predecessors  had  to  deal 
with,  such  as  underestimating  demand  for  ser¬ 
vices  and  learning  how  to  structure  results- 
driven  or  “gain  sharing”  contracts  (see  column 
page  S8). 

For  example,  when  CoreStates  Financial  Corp 
outsourced  its  payroll  operations  in  January 
1996  to  Genesys  Software  Systems,  Inc.  in 
Methuen,  Mass.,  contract  pricing  was  “very 
headcount-related,”  said  Anne  Clifford,  vice 
president  of  human  resources  and  IT  at  the 
Philadelphia-based  bank. 

Problem  is,  that  model  doesn’t  map  with 
CoreStates’  ongoing  restructuring  in  the  acqui¬ 
sition-intensive  banking  industry,  Clifford  said. 
“In  an  institution  our  size  with  our  merger  ac¬ 
tivities  and  re-engineering,”  the  contract  para¬ 
meters  became  “an  administrative  burden”  for 
both  CoreStates  and  Genesys,  said  Clifford,  who 
is  otherwise  satisfied  with  Genesys’  settlement 
and  transaction  processing  support. 

That’s  why  CoreStates  is  "completely  reevalu¬ 
ating”  its  human  resources  outsourcing  deal 
and  has  reopened  the  bidding  to  Genesys  and 
other  competitors  such  as  ADP  and  Ceridian 
Corp.  on  a  performance-based  contract  (e.g., 
whether  it  took  a  CoreStates  employee  30  sec¬ 
onds  or  five  minutes  to  reach  someone  in  hu¬ 
man  resources).  "We  had  a  lot  of  learning  to  do 
at  the  beginning,  but  we  still  believe  outsourc¬ 
ing  was  the  right  decision,”  Clifford  said.  She 
said  she  expects  to  narrow  the  field  of  five  down 
to  two  candidates  this  month.  “I  don’t  want  pay¬ 
roll  back,”  she  added. 


Hoffman  is  a  Computerworld  senior  news  editor, 
IS  management. 


SYSTEMS  INTEGRATORS 


The  new  breed  of  integrator  is 
smaller  and  focused  on  Internet 
technologies.  The  problem  is, 
there  are  so  many.  So  how  do 
you  find  one  who's  any  good? 


By  Rochelle  Garner 


HRISTOPHER  DENlSCO  had  had 
his  fill  of  fancy-schmanzy  consultants.  You  know,  those 
Big  Names  that  come  in  promising  top-notch  skills  but 
instead  deliver  wet-eared,  arrogant  little  snots  who  don’t 
have  the  experience  not  to  screw  things  up.  So  when 
theddme  came  to  revamp  the  business  at  SND  Electron¬ 
ics,  Inc.  using  Internet  technology,  he  went  looking  for 


some  fresh  blood  and  new  minds. 

He  chose  Nubium  Technology  Group 
Ltd.  in  Newton,  Mass.  “We  are  a  medium- 
size  company  that  couldn’t  get  the  time  of 
day  from  those  Big  Six  firms,”  said 
DeNisco,  president  of  the  Greenwich, 
Conn.,  electronics  components  distribu¬ 
tor.  “When  you  look  at  Nubium’s  re¬ 
sumes,  you  see  they’re  the  cream  of  the 
crop.  [The  owners  defected  from  highly 
regarded  Cambridge  Technology  Part¬ 
ners.]  And  that  means  a  company  my  size 
gets  the  opportunity  to  deal  directly  with 
the  owners  when  we  have  a  problem.” 

Access  to  the  owners!  Consultants  with 
years  of  experience!  No  wonder  DeNisco 
appreciates  Nubium’s  services.  And  not 
just  for  the  technology  ingredients.  Yes, 
Nubium  moved  SND  away  from  Unix  and 
onto  Windows  NT.  And  sure,  it  created  an 
intranet-based  workflow  system  that  con¬ 
nects  all  of  SND’s  sales,  accounts  and  ful¬ 
fillment  people  throughout  the  world.  To¬ 


tal  cost:  $750,000,  $300,000  of  which 
was  just  in  consulting  fees.  But  what’s  in¬ 
triguing  is  that  this  20-person  integration 
house  did  that  after  first  engaging  in  clas¬ 
sic  business  process  re-engineering  —  the 
hallmark  of  such  top-tier  firms  as  Ander¬ 
sen  Consulting,  KPMG  Peat  Marwick  and 
Ernst  &  Young.  “Nubium  didn’t  automate 
what  we  do;  they  helped  us  rethink  what 
we  do,”  DeNisco  said. 

It’s  the  new  breed  of  systems  integrator: 
Smaller.  Focused  on  Internet  technologies. 
Generally  working  on  a  fixed-time,  fixed- 
price  fee  schedule.  Able  to  apply  new  ways 
of  thinking  to  how  technology  can  further 
its  customers’  business. 

There’s  just  one  problem.  So  many 
have  entered  the  Web  integration  business 
that  it’s  hard  to  find  out  who’s  any  good. 

“I  would  really  question  how  capable 
the  smaller  firms  are  at  doing  large  e-com¬ 
merce  types  of  applications  that  transform 
your  business,”  said  Bonnie  Digrius,  vice 


president  of  the  IT  management  division 
at  Gartner  Group,  Inc.  in  Stamford,  Conn. 
“Such  projects  demand  more  than  techni¬ 
cal  skills.  They  entail  skills  like  project 
management,  change  management  and 
understanding  cultural  issues.  These  skills 
are  expensive  and  in  short  supply.” 

In  such  short  supply,  in  fact,  that  even 
the  largest  systems  integrators  are  having 
trouble  finding  qualified  bodies.  That’s 
why,  in  a  March  1997  Research  Note  on 
consultants  and  integrator  firms,  Digrius 
ranked  only  five  out  of  18  of  the  leading 
companies  as  “strong."  And  where  do  the 
Web-focused  integrators  fit  in?  Digrius  ad¬ 
mitted  they’re  not  even  on  her  radar. 

But  when  Digrius  rated  integrators,  she 
focused  on  how  well  each  handled  proj¬ 
ects  with  varying  degrees  of  complexity, 
from  level  one  through  three,  with  level 
three  building  mission-critical  applications 
for  a  competitive  edge.  The  key  is  the  use 
of  “mission-critical”  as  a  salient  ingredient 
in  choosing  an  integrator.  Another  is  price 
because  many  integrators  just  won’t  touch 
a  project  that  costs  less  than  $1  million. 
You  won’t  find  the  more  focused  integra¬ 
tors  so  choosy.  Their  sweet  spot,  in  fact,  is 
projects  that  cost  between  $100,000  and 
$1  million.  And  a  third  point  is  creativity. 

All  of  those  factors  helped  Technology 
Funding,  Inc.  in  San  Mateo,  Calif.,  choose 
US  Web  Utopia  for  its  new  Web  site.  No, 
it’s  not  mission-critical.  But  the  project,  ex¬ 
pected  to  cost  $500,000  over  the  next 
year,  did  require  a  new  slant  on  business 
as  the  venture  capital  group  attempts  to 


improve  communications  with  its  clients 
yet  reduce  marketing  and  customer  ser¬ 
vice  expenses.  “They  help  you  think  out  of 
the  box,”  said  Ellen  Brodbine,  director  of 
communications.  “We  chose  Utopia,  even 
though  they’re  based  out  of  Boston,  be¬ 
cause  of  their  combination  of  skills  in 
marketing,  business  and  technology.” 

Confused?  On  the  one  hand,  analysts 
say  such  smaller  firms  don’t  possess  these 
skills,  yet  customers  say  they  do.  The  an¬ 
swer  may  lie  in  who  these  integrators  hire: 
themselves.  Instead  of  hiring  smart, 
young  MBAs  fresh  out  of  school,  the 
small  yet  more  credible  shops  staff  their 
operations  with  partners  adept  at  business 
process  re-engineering,  change  manage¬ 
ment,  project  management  and  coding. 
“When  I  talk  to  my  client,  I  have  a  long¬ 
term  stake  in  the  success  of  that  busi¬ 
ness,”  said  Ken  Smith,  senior  strategy  and 
marketing  consultant  at  US  Web  Utopia, 
one  of  the  family  of  affiliates  that  have 
joined  with  US  Web  in  Santa  Clara,  Calif., 
to  pool  research,  expertise  and  evaluation 
services  like  those  found  in  big  firms. 

Clearly,  no  firm  has  enough  consultants 
skilled  in  applying  cutting-edge  technology 
to  business  transformation.  The  requisite 
Internet  skills  are  so  rare,  tire  big  guys  can 
be  caught  just  as  short  as  a  boutique  shop. 
But  remember,  we’re  dealing  with  Inter¬ 
net  time.  What  holds  true  today  will 
doubtless  be  passe  in  a  few  months. 


Gamer  is  a  freelance  writer  in  San  Carlos, 
Calif. 
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SYSTEMS  INTEGRATORS 


Interruption  or  Opportunity? 


PUNCH  CARD  IS  WORTH  A  THOUSAND  WORDS. 

Scott  Atkins,  national  director  of  Year  2000  services  at  Coopers  & 
Lybrand  LLC,  said  one  of  the  problems  his  people  face  when  begin¬ 
ning  a  conversion  engagement  is  the  “inordinate  amount  of  time 
spent  explaining  the  predicament.”  He  knows  of  some  enterprising 
chief  information  officers  who  have  gone  to  board  meetings  with 
punch  cards  in  hand  to  convey  an  idea  of  how  the  problem  started. 


“They  hold  it  up  and  tell  the  other  executives, 
‘See,  this  is  what  they  had  to  work  with,  and 
here’s  the  date  field,  and  here’s  how  many  digits 
they  put  in.’  ” 

The  word  “denial”  comes  up  a  lot  when  sys¬ 
tems  integrators  discuss  the  Year  2000  problem. 
Despite  all  the  dire  predictions,  a  shocking  num¬ 
ber  of  very  large  information  systems  organiza¬ 
tions  either  have  not  addressed  the  issue  at  all  or 
are  just  stepping  up  now. 


*7 


mm 


» 


tWv 


'■•kwSwS 


»  ' 

1  i  ■ 

CSC's  Bert  Russo:  It's  just 
starting  to  dawn  on  some 
clients  how  big  the  Year 
2000  problem  might  be 


Bert  Russo,  vice  president  of  legacy  manage¬ 
ment  services  at  Computer  Sciences  Corp.,  head¬ 
quartered  in  El  Segundo,  Calif.,  said,  “We’re 
working  with  a  major  —  I  mean,  major  —  finan¬ 
cial  institution.  They  said  just  yesterday,  ‘You 
know,  it’s  starting  to  dawn  on  us  how  big  this 
problem  might  be.’  They’re  in  denial.” 

Denial  is  a  luxury  that  systems  integrators 
themselves  cannot  afford.  Their  computer  use  is 
so  vast  and  intensive  that  they  must  tend  their 
own  Year  2000  house,  both  to 
mollify  investors  (in  the  case  of 
systems  integrators  that  are 
publicly  traded)  and  to  prove  to 
clients  that  they  can  walk  the 
walk. 

Electronic  Data  Systems 
Corp.  (EDS)  is  an  example.  The 
Plano,  Texas-based  services  firm 
has  9,000  clients  and  a  vast 
number  of  systems;  it  stands  to 
reason  that  its  Year  2000  fix 
would  be  expensive  and  com¬ 
plex.  Analysts  heavily  pressured 
EDS  to  divulge  the  extent  of  its 
problem.  In  May,  EDS  released 
the  numbers:  The  company  is 
looking  at  a  $144  million  tab 
over  the  next  three  years. 

Few  systems  integrators  have 
followed  EDS  in  publicly  an¬ 
nouncing  their  own  conversion 
expenses.  Tarun  Chandra,  vice 
president  of  technology  research 
at  New  York  investment  bank 
Punk,  Ziegel  &  Co.,  follows  the 
information  technology  services 
industry.  He  calls  most  integra¬ 
tors  “tight-lipped.” 

“They’re  examining  their 
own  exposure,”  Chandra  said, 
"and  from  there  they  deter- 


By  Steve  Ulfelder _ 

mine  how  much  new  [Year  2000]  business  they 
can  go  after.” 

At  first  glance,  there’s  plenty  to  go  after.  Unlike 
most  information  systems  organizations,  which 
must  simply  eat  the  Year  2000  conversion  cost  to 
stay  in  business,  systems  integrators  can  point  to 
some  black  ink  as  well.  Make  that  lots  of  black 
ink.  At  the  same  time  it  announced  that  $144  mil¬ 
lion  conversion  price  tag,  EDS  predicted  it  will 
see  $1.3  billion  in  new  conversion  business. 

Punk,  Ziegel  estimated  that  the  Year  2000  con¬ 
version  will  generate  $80  billion  in  overall  world¬ 
wide  business.  That  amount  includes  both  tools 
and  services,  with  the  latter  accounting  for  the 
“overwhelming  bulk”  of  the  business,  Chandra 
said.  Of  this  services  money,  he  forecast  an  even 
split  between  large  systems  integrators  and  small¬ 
er,  more  specialized  outfits  such  as  Mountain 
Lakes,  N.J.-based  Computer  Horizons  Corp.  and 
Boston-based  Keane,  Inc. 


But  $80  billion  doesn’t  go  as  far  as  you  might 
think.  Of  its  anticipated  $1.3  billion  in  conversion 
revenue,  EDS  expects  only  $200  million  to  $250 
million  in  profit  over  the  three-year  span.  That’s 
short  money  for  a  behemoth  such  as  EDS,  and  it 
illustrates  the  approach  many  systems  integrators 
are  taking  to  the  date  change:  It’s  an  expected 
customer  service  and  a  way  to  maintain  a  strong 
relationship  with  clients,  not  a  license  to  print 
money. 

The  cost  of  conversion  may  go  through  the 
roof  as  the  deadline  approaches.  “As  panic  sets 
in,  as  giants  like  Andersen  [Consulting]  and 
IBM  and  CSC  close  their  doors  to  new  busi¬ 
ness,  price  inflation  may  kick  in,”  Chandra  said. 
But  systems  integrators  can’t  afford  to  get 
greedy.  “Large  vendors  can’t  price-gouge,”  he 
added,  “because  of  their  long-term  relation¬ 
ships.  Thus,  vendors  who  control  their  cost 
structure  will  shine.” 

In  a  sort  of  backdoor  business  opportunity, 
some  systems  integrators  have  opted  out  of  the 
crowded  Year  2000  field,  preferring  instead  to 
take  care  of  day-to-day  business  while  the  client’s 
IS  department  hurls  itself  at  the  conversion. 
XLConnect  Solutions,  Inc.,  a  $115  million  integra¬ 
tor  based  in  Exton,  Pa.,  chose  this  path. 

“We  think  it’s  insiders  who  understand  legacy 
systems,”  said  Ian  Dix,  XLConnect’s  vice  presi¬ 
dent  of  marketing.  “We  want  to  be  the  people 
who  mind  the  store  while  everybody  else  is  pulled 
off  doing  Year  2000.”  XLConnect  counts  Conti¬ 
nental  Airlines,  Inc.,  GE  Aircraft  and  Anheuser- 
Busch,  Inc.  as  clients.  The  company  focuses  on 
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For  systems  integrators, 
the  Year  2000  is  an 
expected  customer 
service,  not  a  license 
to  print  money 


“core  IS  stuff,”  such  as  network  surveillance,  ap¬ 
plication  development  and  telecommunications, 
Dix  said.  He  said  he  believes  this  niche  will  grow 
as  “more  and  more  IS  resources  are  gobbled  up 
by  Year  2000.” 


MODEL  CONVERSION _ 

Some  IS  shops  that  got  an  early  jump  on  the 
conversion  and  built  a  relationship  with  an  in¬ 
tegrator  can  point  to  model  results.  Cinergi,  a 
regional  utility  based  in  Cincinnati,  is  using 
CSC  to  help  it  through  the  date  change.  The  en¬ 
gagement  began  in  October  1996.  “We’d  just 
gone  through  a  merger,”  said  Cinergi  program 
director  Dick  Lewis.  Of  a  total  350  applications, 
T20  needed  to  be  converted.  “We  started  with  28 
million  lines  of  code.” 

Cinergi  and  CSC  spent  15  weeks  in  tire  assess¬ 
ment  phase.  Their  triaging  brought  the  code-fix 
tally  down  to  7  million  lines. 

Lewis  said  the  advantage  of  working  with  CSC, 
rather  than  with  a  more  specialized  Year  2000 
outsourcing  shop,  was  that  CSC  had  proven 
methodologies  in  place  and  was  used  to  manag¬ 
ing  very  large  projects. 

Cinergi  still  faces  the  testing  phase  of  its  Year 
2000  conversion  —  60%  of  the  work,  Lewis  esti¬ 
mated  —  but  the  company  is  pleased  with  its 
assessment  and  implementation. 


DEFINE  “CRITICAL” _ 

XLConnect’s  everything-but- Year-2000  strategy 
raises  a  reasonable  question:  As  the  big  kahuna 
deadline  approaches,  how  is  it  affecting  the  large 
systems  integrators  that  offer  a  full  range  of  ser¬ 
vices?  Are  other  projects,  ones  that  would  be  con¬ 
sidered  imperative  in  another  time,  falling  by  the 
wayside? 

Not  yet.  But  just  you  wait. 

“Fortune  500  companies  are  looking  at  an 
eight-figure  problem,”  CSC’s  Russo  said.  “These 
are  board-level  funding  approvals.  It’ll  be  the  end 
of  ’98  by  the  time  [code]  replacement  starts.  In 
’98  and  ’99,  as  renovation  and  testing  rolls 
through,  the  impact  on  existing  programs  will  be 
dramatic.  Other  initiatives  are  just  going  to  have 
to  be  put  on  hold.” 

Colleen  Arnold,  vice  president  of  global  Year 
2000  services  at  IBM  Global  Services,  agrees.  She 
breaks  applications  into  three  tiers:  mission-criti¬ 
cal,  need-to-stay-in-business  and  nice-to-have. 
“Lots  of  nice-to-haves  will  be  pushed  back,”  she 
said. 

Chandra  said  that  as  more  and  more  internal 
IS  resources  go  to  the  date  change,  there  will  be 


Cinergi's  Dick  Lewis: 
Working  with  CSC  had 
advantages  over  using 
a  specialized  Year 
2000  shop 


“a  growing  backlog  of  other  IT  projects  to  be  ad¬ 
dressed.” 

But  several  IS  managers  say  they  haven’t  felt 
the  impact  yet.  Jim  Johnson,  director  of  EDS’s 
renovation  centers  in  Austin,  Texas,  said  some 
clients’  projects  are  actually  accelerated  as  legacy 
systems  that  might  otherwise  lumber  on  for  years 
get  the  heave-ho. 

SKILLS  CRUNCH _ 

Nearly  everybody  agrees  that  there’s  a  Year 
2000  skills  crunch  and  that  it  will  worsen  as 
the  deadline  nears.  Johnson  said  the  market  for 
Cobol  programmers  is  “definitely  getting 
tighter;  it’s  at  capacity  right 
now.”  CSC’s  Russo  said, 

"We’re  not  going  to  run  out 
of  funding  dollars  but  out 
of  bodies.” 

Russo  forecast  a  spike  in 
demand  for  Cobol  program¬ 
mers  in  the  last  half  of  this 
year.  The  prediction  is  based 
on  a  confluence  of  factors: 

First,  the  full  impact  of  the 
Year  2000  calamity  will 
soon  reach  even  the  deafest 
ears,  bringing  cries  for  ac¬ 
tion  from  technophobic 
business  executives  who  previously  refused  to 
face  the  music.  Next,  many  large  companies  are 
about  to  complete  their  assessments  (the  least  la¬ 
bor-intensive  step)  and  tackle  implementation. 
Finally,  Russo  said,  publicly  traded  companies’ 
outside  auditors  must  comment  on  their  clients’ 
Year  2000  program  this  year.  “CEOs  are  worried 
about  liability,”  he  said.  “They  must  show  a  cred¬ 
ible  plan”  or  face  investor  and  stock  analyst 
wrath. 

EDS’s  Johnson  added  that  while  “a  lot  of  peo¬ 
ple  take  a  course,  it  really  takes  several  years  in 
an  operating  environment”  to  be  truly  useful.  He 
predicted  that  organizations,  including  systems 
integrators,  that  start  chucking  warm  bodies  at 
the  date  change  now  will  be  "marginally  success¬ 
ful”  at  best. 

Coopers  &  Lybrand’s  Atkins  is  relatively  san¬ 


guine  about  programming  work.  “I  keep  hearing 
about  a  lack  of  resources,”  he  said,  but  Coopers 
&  Lybrand  hasn’t  yet  felt  the  crunch. 

IBM  Global  Services  has  1,800  Year  2000 
workers  worldwide,  and  Arnold  said  that  will 
grow  to  3,000  by  the  end  of  the  year.  The  compa¬ 
ny  also  has  exclusive  contracts  with  subcontrac¬ 
tors  worldwide. 

"Skills  shortage”  refers  not  just  to  Cobol  jock¬ 
eys.  Atkins  said  Coopers  &  Lybrand  is  looking  to 
fill  more  senior  positions  in  project  management. 
“It’s  hard  to  find  people  you’d  trust  with,  say,  a 
$10  million  engagement,”  he  said. 

From  the  lowliest  tester  to  the  highest-level  ex¬ 
ecutive  positions,  systems  integrators  will  face  a 
skills  shortage  with  the  rest 
of  the  IT  world.  (CSC’s 
Russo  predicted  “panic  in 
the  streets.”)  But  that  does¬ 
n’t  necessarily  portend  a 
run  of  Cobol  programmers 
on  the  unemployment  of¬ 
fice  in  2001.  In  a  report, 
Punk,  Ziegel  analyst  Chan¬ 
dra  said  that  though  date- 
change  demand  will  of 
course  peak  in  1999,  he  an¬ 
ticipates  a  robust  market 
for  at  least  three  years  after¬ 
ward  as  lower-priority  sys¬ 
tems  are  gradually  updated. 

Integrators  are  also  reducing  their  personnel 
exposure  by  using  subcontractors  where  possible. 
IBM  Global  Services’  Arnold  said  that  the  compa¬ 
ny  has  sent  newsletters  to  retired  Cobol  experts, 
urging  them  to  return  to  work  —  not  directly  for 
IBM  but  for  one  of  its  subcontractors. 

The  conversion  problem,  which  looks  at  first 
like  a  windfall  for  systems  integrators,  turns  out 
to  be  much  more  complex.  It’s  a  ripe  yet  dicey 
field  that  features  assertive  customers,  hungry 
competitors  on  all  sides  and  a  chance  to  build  — 
or  damage  —  long-term  client  relations.  After  all, 
as  EDS’s  Johnson  said,  “Once  we  deploy,  we’re 
there  for  the  long  term.” 


Ulfelder  is  Computerworld’s  senior  editor,  In  Depth. 
His  Internet  address  is  steve_ulfelder@cw.com. 


Year  2000  conver¬ 
sions  will  generate 
$80B  in  worldwide 
business,  including 
tools  and  services. 

-  Punk,  Ziegel  &  Co. 
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COMPANY  NAME 

LOCATION 

WEB  SITE 

KEY  CONTACT 

1. 

Electronic  Data  Systems  Corp. 

Plano,  Texas 

www.eds.com 

John  R.  Harris,  VP,  Marketing  and  Strategy 

2. 

Digital  Equipment  Corp. 

Maynard,  Mass. 

www.digital.com 

Sue  Lawrence-Longo,  Worldwide  Communications  Manager 

3. 

IBM 

Armonk,  N.Y. 

www.ibm.com 

Dennie  M.  Welsh,  General  Manager,  IBM  Global  Services 

4. 

Andersen  Consulting 

Chicago 

www.ac.com 

Ed  Schrek,  Worldwide  Managing  Partner,  Technology  Competency 

5. 

Oracle  Corp. 

Redwood  Shores,  Calif. 

www.oracle.com 

Sharlene  Ratcliff,  Public  Relations  Programs 

6. 

Unisys  Corp. 

Blue  Bell,  Pa. 

www.unisys.com 

Robert  Tumanic,  Mng.  Princ.,  Systems  Integration  Center  of  Excellence 

7. 

Hewlett-Packard  Co. 

Mountain  View,  Calif. 

www.hp.com 

Jim  Sherriff,  General  Manager,  Professional  Services  Organization 

8. 

Computer  Sciences  Corp. 

El  Segundo,  Calif. 

www.csc.com 

Richard  Wunder,  VP,  Consulting  and  Systems  Integration 

9. 

Price  Waterhouse 

New  York 

www.pw.com 

Cathy  Newman,  Managing  Partner,  Global  Systems  Integration 

10. 

Ernst  &  Young  LLP 

New  York 

www.ey.com 

Ken  Katzif,  National  Director,  Systems  Integration  and  Development 

11. 

Deloitte  Touche  Tohmatsu  Inti. 

New  York 

www.dttus.com 

Stephen  Sprinkle,  Managing  Director  of  Service  Line 

12. 

Cap  Gemini  America 

New  York 

www.usa.capgemini.com 

Tony  Connor,  Senior  Vice  President 

13. 

KPMG  Peat  Marwick 

New  York 

www.kpmg.com 

Allan  R.  Frank,  Chief  Technology  Officer 

14. 

Shared  Medical  Systems  Corp. 

Malvern,  Pa. 

www.smed.com 

Michael  Costello,  VP,  Corporate  Communications 

15. 

American  Management  Systems 

Fairfax,  Va. 

www.amsinc.com 

Patrick  W.  Gross,  Founder  &  Executive  Vice  President 

RESELLERS/INTEGRATORS  BY  INTEGRATION  REVENUE 

1. 

Inacom  Corp. 

Omaha 

www.inacom.com 

Geri  Michelic,  VP,  Corporate  Communications  and  Programs 

2. 

AmeriData  Technologies,  Inc.1 

Stamford,  Conn. 

www.gecits.ge.com 

Bill  Bancroft,  Executive  VP,  Technical  Solutions 

3. 

MicroAge,  Inc. 

Tempe,  Ariz. 

www.microage.com 

John  Lewis,  President,  MicroAge  Integration  Group 

4. 

Entex  Information  Services 

Rye  Brook,  N.Y. 

www.entex-is.com 

Herb  Foster,  VP,  Corporate  Communications 

5. 

USConnect,  Inc.2 

Stamford,  Conn. 

www.usconnect.com 

NA 

All  financial  data  is  for  FY96  except  where  otherwise  noted 

♦Estimate  includes  hardware  and  software  components  of  integration  revenue 

♦♦Estimate  provided  by  G2  Research,  Inc. 

SELECT  PERFORMANCE  CRITERIA  BREAKOUTS  OF  THE  TOP  15 

Project's  technical  features 

Project's  business  benefits 

Project's  final  cost 
vs.  original  bid 

Project's  completion  time 

vs.  schedule  Integrator's  training 

i. 

Digital  Equipment  Corp. 

Digital  Equipment  Corp. 

Digital  Equipment  Corp. 

Digital  Equipment  Corp.  Shared  Medical  Systems 

2. 

Unisys  Corp. 

IBM 

IBM 

IBM  Unisys  Corp. 

3. 

Hewlett-Packard  Co. 

Hewlett-Packard  Co. 

Unisys  Corp. 

American  Mgmt.  Systems  Oracle  Corp. 

4. 

Oracle  Corp. 

Unisys  Corp. 

Hewlett-Packard  Co. 

Shared  Medical  Systems  Computer  Sciences  Corp. 

5. 

IBM 

Electronic  Data  Systems 

Deloitte  &  Touche 

IBM  Hewlett-Packard  Co. 

6. 

Computer  Sciences  Corp. 

Deloitte  &  Touche 

Cap  Gemini  America 

Deloitte  &  Touche  American  Mgmt.  Systems 

7. 

Electronic  Data  Systems 

Shared  Medical  Systems 

KPMG  Peat  Marwick 

Cap  Gemini  America  IBM 

8. 

Cap  Gemini  America 

Oracle  Corp. 

Shared  Medical  Systems 

KPMG  Peat  Marwick  Deloitte  &  Touche 

9. 

Shared  Medical  Systems 

Cap  Gemini  America 

Computer  Sciences  Corp.  Ernst  &  Young  KPMG  Peat  Marwick 

10. 

Deloitte  &  Touche 

KPMG  Peat  Marwick 

Ernst  &  Young 

Hewlett-Packard  Co.  Ernst  &  Young  ! 

I 
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TOTAL  REVENUE 

WORLDWIDE 

INTEGRATION 

REVENUE 

WORLDWIDE 

INTEGRATION 

EMPLOYEES  PRIMARY  VERTICAL  MARKETS  SERVED 

$14.4B 

$11B* 

NA 

S14.6B 

$6.2B  *6 

23,000 

$75.9  B 

$4.6B  7 

29,600  •  •  • 

$5.3B 

** 

3.45B 

NA  •  •  •  • 

$5.7B * 1 2  3 

$2.8B  8 

13,000  •  •  •  • 

$6.4B 

$1.9B  9 

NA  •  •  •  •  • 

S38.4B 

$1.9B  10 

5,000  •  •  • 

S5.6B 

$1.3B  * 

14,000 13 

$5.2  B 

$1.2  B 

15,000  •  •  •  • 

$7.8B 

$1.1B 

7,200  •  •  •  • 

$5.2  B 

$967M 

6,200  •  • 

$3.5B  4 

$875 M 

17,000  •  •  •  • 

$8.1  B 

$790M 

NA  NA 

$767 M 

$767M 

5,000 

$81 2  M 

$733 M  * 

6,040  •  •  • 

$3.1  B 

$3.1  B  * 

1,318  •  •  • 

NA 

NA 

NA  •  •  • 

$3.5B 

$1.4B  * 

920  •  •  • 

$2.1  B 

*11 

$700M 

4,500  #  # 

$247 M  5 

$247M  *12 

NA  •  • 

Integrator's  support  Integrator's  knowledge  of  Integrator's  systems  Integrator's  project 

and  service  your  business  integration  experience  management  skills 


Unisys  Corp. 

Digital  Equipment  Corp. 
Hewlett-Packard  Co. 
Computer  Sciences  Corp. 
Oracle  Corp. 

IBM 

Shared  Medical  Systems 
Cap  Gemini  America 
KPMG  Peat  Marwick 
Ernst  &  Young 


Shared  Medical  Systems 
Computer  Sciences  Corp. 
Deloitte  &  Touche 
Digital  Equipment  Corp. 
Unisys  Corp. 

KPMG  Peat  Marwick 
IBM 

Cap  Gemini  America 
American  Mgmt.  Systems 
Electronic  Data  Systems 


Digital  Equipment  Corp. 
IBM 

Electronic  Data  Systems 
KPMG  Peat  Marwick 
Hewlett-Packard  Co. 
Unisys  Corp. 

Deloitte  &  Touche 
Oracle  Corp. 

Shared  Medical  Systems 
Computer  Sciences  Corp. 


Deloitte  &  Touche 
Unisys  Corp. 

Digital  Equipment  Corp. 
Ernst  &  Young 
Cap  Gemini  America 
IBM 

Computer  Sciences  Corp. 
Oracle  Corp. 

KPMG  Peat  Marwick 
American  Mgmt.  Systems 


VERTICAL  MARKETS  KEY: 

®  Airlines 
0  Automotive 

0  Banking/Insurance/Financial  Services 
0  Business  Service  &  Legal 
0  Chemical  &  Pharmaceutical 

0  Communications,  Telecommunications 
&  Media 

O  Cross-industry 
•  Educational 

0  Government  &  Public  Sector 
Healthcare 
0  Management 
0  Manufacturing 
0  Retail 

0  Transportation 
0  Utilities  &  Energy 

REFERENCES  BY  RANK 
INTEGRATOR 

1.  Xerox  Corp.,  Inland  Revenue  (UK), 
General  Motors  Corp. 

2.  Dow  Chemical  Co.,  Swiss 
Telecommunications 

3.  AK  Steel,  Lucent  Technology,  Pruden¬ 
tial  Insurance  Company  of  America, 

El  Camino  Hospital,  Washington  Mutual 

4.  Honeywell,  New  York  Stock  Exchange, 
North  Arundel  Hospital,  Pfizer 

5.  Carnival  Cruise  Lines,  Federal  Reserve 
Banks,  Toys  R  Us,  Barnett  Banks, 
Lufthansa  Airlines 

6.  US  Cellular  Corp.,  Syncor  International 
Corp.,  Snap-On  Tools,  Delta  Air  Lines 

7.  General  Dynamics  Corp.,  U.S.  Air  Force, 
Polaroid  Corp.,  United  Healthcare  Corp. 

8.  Polaroid,  Allergen,  Anheuser-Busch, 
Bristol-Meyers  Sguibb 

9.  Hewlett-Packard  Co.,  Monsanto, 
Southwestern  Bell 

10.  Hughes  Electronic  Corp.,  Weyerhaeuser 

11.  U.S.  Chamber  of  Commerce, 
Bridge/Firestone,  The  PMA  Group 

12.  NA 

13.  West  Jersey  Health  Systems,  J.P.S. 
Health  Systems,  University  of  Wisconsin 
Hospital  &  Clinics 

14.  Telcel  of  Mexico,  Defense  Information 
Systems  Agency 

15.  NA 

RESELLER/INTEGRATOR 

1.  Johnson  &  Johnson,  Nissan  Motor  Co., 
Brigham  &  Women's  Hospital  (Boston) 

2.  NA 

3.  Premier,  Rockwell  Automotive,  State  of 
New  York 

4.  Fidelity,  US  West,  Intel  Corp.,  Blue 
Cross/Blue  Shield 

5.  NA 

FOOTNOTES 

1  Acquired  by  GE  Capital  IT  Solutions  in 
July  '96.  Customer  satisfaction  data  is  for 
AmeriData.  Web  site,  headguarters  and 
key  contact  info  is  for  GE  Capital. 

2  19  of  the  independently  owned  systems 
integration  firms  that  originally  comprised 
USConnect  recently  merged  with  Ikon 
Office  Solutions,  Inc. 

3  FY97 

4  Worldwide  company  revenue 

5  FY95 

6  Worldwide  Services  Division 

7  IBM  Global  Services  Division 

8  FY97 

9  Figure  includes  systems  and  network 
integration 

10  Estimate  includes  systems  integration 
and  professional  service  revenue 

11  Estimate  by  company 

12  FY95 

13  Estimate  by  company 


